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Court File No.: CV-17-586094

ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:
THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL
CORPORATION
Plaintiffs
- and -

DOW JONES AND COMPANY, ROB COPELAND, JACQUIE MCNISH and
JEFFREY MCFARLANE
Defendants

NOTICE OF MOTION

THE DEFENDANTS, Dow Jones and Company, Rob Copeland and Jacquie
McNish, will make a motion to a judge of the Commercial List, on a date to be fixed by

the Court, at the courthouse located at 330 University, Toronto, Ontario.
PROPOSED METHOD OF HEARING: The motion is to be heard orally.
THE MOTION IS FOR AN ORDER:

1. Transferring this action to the Commercial List;

2. Providing that this action will be case managed together with the action bearing

Court File No. CV-17-587463-00CL; and

3 Such further and other relief as counsel may request and this Court may deem just.
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THE GROUNDS FOR THE MOTION ARE:

I On November 7, 2017, The Catalyst Capital Group Inc. (“Catalyst”) and Callidus
Capital Corporation (“Callidus”) commenced an action in the Ontario Superior Court of
Justice against, among others, Rob Copeland, bearing Court File No. CV-17-586096 (the

“Conspiracy Action”).

2 On November 7, 2017, Catalyst and Callidus commenced an action in the Ontario
Superior Court of Justice against, among others, Rob Copeland, bearing Court File No.

CV-17-586094 (the “Defamation Action”).

3. Pursuant to the Order of the Honourable Justice Hainey dated November 16,2017,
the Conspiracy Action was transferred to the Commercial List and was ordered to be case

managed. The Conspiracy Action is now Court File No. CV-17-587463-00CL.
4. The Defamation Action is a Toronto Region matter.

5. The Conspiracy Action and the Defamation Action arise from the same set of facts
and ought to be case managed together. The following is a summary of some of the factual

and legal overlaps between the allegations in the Statements of Claim in the two Actions:
(a) the prayers for relief in para. 1 of both Statements of Claim seek
(1) damages for defamation and for conspiracy;
(ii) punitive damages; and

(iii) declarations that the Defendants defamed the Plaintiffs;



(b)

(©)

(d)

(©)

()

the Statements of Claim in both Actions refer to the same article published
by Dow Jones and Company, Rob Copeland and Jacquie McNish (the
“Dow Jones Defendants™) in the Wall Street Journal on August 9, 2017

(Defamation Action para. 29, Conspiracy Action para. 103);

the Statements of Claim in both Actions allege contacts in or about July
2017, between Jeffrey McFarlane and Copeland to discuss information
regarding the Plaintiffs’ accounting practices (Defamation Action para. 10,

Conspiracy Action para. 86);

the Statements of Claim in both Actions allege that McFarlane made false
and defamatory statements to Copeland during these contacts (Defamation

Action paras. 12-13, Conspiracy Action para. 86);

the Statements of Claim in both Actions allege that on August 8, 2017,
Copeland and McNish met with representatives of the Plaintiffs, that the
information provided to Copeland and McNish during this August 2017
meeting contradicted the McFarlane statements (Defamation Action paras.

19 and 22-24, Conspiracy Action paras. 8§7-90); and

the Statements of Claim in both Actions allege that the article published by
the Down Jones Defendants was false and defamatory in the same 13

respects (Defamation Action paras. 31-34, Conspiracy Action para. 112).

6. Certain other Defendants to the Conspiracy Action have indicated that they

consent to the order sought in this motion.
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the

hearing of the motion:

Il The Affidavit of Karina McIntosh, sworn January 18, 2018; and

2. Such further and other materials as counsel may advise and the Court may permit.
January 18, 2018 ST. LAWRENCE BARRISTERS LLP
144 King Street E

Toronto ON MS5C 1G8

M. Philip Tunley LSUC#: 26402J
Tel: 647-245-8282

Fax: 647-245-8285

Phil. Tunley(@stlbarristers.ca

Alexi N. Wood LSUCH: 54683F
Tel: 647-245-8283

Fax: 647-245-8285

Alexi. Wood(@stlbarristers.ca

Jennifer P. Saville LSUC#: 68564F
Tel: 647-245-2222

Fax: 647-245-8285
Jennifer.Saville(@stlbarristers.ca

Lawyers for the Defendants,
Dow Jones and Company, Rob Copeland
and Jacquie McNish
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Barristers & Solicitors
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Fax: 416-581-1279

Email: david(@moorebarristers.ca
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Suite B
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Defendant
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Symon Zucker Professional Corporation
375 University Avenue
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AND TO: DAVIES WARD PHILLIPS & VINEBERG LLP
155 Wellington Street West
40™ Floor
Toronto, ON M5V 3J7

Kent Thomson LSUC#:24264]
Tel: 416-863-5566
Email: kenthomson@dwpv.com

Matthew Milne-Smith LSUCH#: 44266P
Tel: 416-863-5595
Email: mmilne-smith@dwpv.com
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Court File No.: CV-17-586094

ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:
THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL
CORPORATION
Plaintiffs
- and -

DOW JONES AND COMPANY, ROB COPELAND, JACQUIE MCNISH and
JEFFREY MCFARLANE
Defendants

AFFIDAVIT OF KARINA MCINTOSH
(Sworn January 18, 2018)

I, Karina MclIntosh of the City of Toronto, in the Province of Ontario, MAKE

OATH AND SAY:

ill. I am a legal assistant at St. Lawrence Barristers LLP, counsel for the Defendants,
Dow Jones and Company, Rob Copeland and Jacquie McNish (collectively, the “Dow
Jones Defendants™) in this Action (the “Defamation Action”), and for Rob Copeland as
a Defendant in a related Action bearing Court File No. CV-17-586096 (the “Conspiracy
Action”). Itherefore have knowledge of the matters to which I hereinafter depose. Where
I do not have persgnal knowledge, I have stated the source of my knowledge and believe

the information to be true.

2. On November 7, 2017, The Catalyst Capital Group Inc. (“Catalyst”) and Callidus
Capital Corporation (“Callidus”) commenced the Conspiracy Action in the Ontario
Superior Court of Justice against, among others, Rob Copeland. A copy of the Statement

of Claim in the Conspiracy Action is attached hereto as Exhibit “1”.
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3. Also on November 7, 2017, Catalyst and Callidus commenced the Defamation
Action in the Ontario Superior Court of Justice. A copy of the Statement of Claim in the

Defamation Action is attached hereto as Exhibit “2”.

4. Pursuant to the Order of the Honourable Justice Hainey dated November 16,2017,
the Conspiracy Action was transferred to the Commercial List and was ordered to be case
managed. A copy of the Order of the Honourable Justice Hainey dated November 16,2017
is attached hereto as Exhibit “3”. The Conspiracy Action is now Court File No. CV-17-

587463-00CL.

St The Plaintiffs in both the Conspiracy Action and the Defamation Action are being

represented by the same counsel, Moore Barristers.

6. On December 12, 2017, Moore Barristers contacted St. Lawrence Barristers by e-
mail regarding service of the Statements of Claim in the Conspiracy Action and the

Defamation Action.

7. On January 5, 2018, St. Lawrence Barristers served and filed Notices of Intent to

Defend on behalf of the Dow Jones Defendants in both Actions.

8. On January 12, 2018, the Defendant, Rob Copeland, served a Demand for
Particulars and Request to Inspect in the Conspiracy Action, a copy of which is attached

hereto as Exhibit “4”.

9. Also on January 12, 2018, the Dow Jones Defendants served a Demand for
Particulars and Request to Inspect in the Defamation Action, a copy of which is attached

hereto as Exhibit “5”.

11



10.  The Statements of Claim in the Defamation Action and the Conspiracy Action
arise from the same sequence of events surrounding articles published by the Dow Jones

Defendants in the Wall Street Journal.

11. I swear this Affidavit in support of the Defendants’ motion to transfer the
Defamation Action to the Commercial List and to have the Defamation Action and the

Conspiracy Action case managed together, and for no other or improper purpose.

SWORN BEFORE ME at the City of Toronto,
in the Province of Ontario, this 18" day of Q/

January 2018 4

Ayfﬂlon or ta Id’l\-’ltg )
Yanabw g@v\lu

KARINA MCINTOSH

12



This is Exhibit “1” referred to in the Affidavit of Karina
Mclntosh, sworn January 18, 2018

L%

Commissigner anhg Affidavits

JENNIFER P. SAVILLE
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Court File No>—
ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:
THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL
CORPORATION
Plaintiffs
and

WEST FACE CAPITAL INC., GREGORY BOLAND, M5V ADVISORS INC.
c.0.b. ANSON GROUP CANADA, ADMIRALTY ADVISORS LLC, FRIGATE
VENTURES LP, ANSON INVESTMENTS LP, ANSON CAPITAL LP, ANSON
INVESTMENTS MASTER FUND LP, AIMF GP, ANSON CATALYST
MASTER FUND LP, ACF GP, MOEZ KASSAM, ADAM SPEARS, SUNNY
PURI, CLARITYSPRING INC., NATHAN ANDERSON, BRUCE
LANGSTAFF, ROB COPELAND, KEVIN BAUMANN, JEFFREY
MCFARLANE, DARRYL LEVITT, RICHARD MOLYNEUX, AND JOHN
DOES #1-10
Defendants

STATEMENT OF CLAIM

TO THE DEFENDANT(S):

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the Plaintiff.
The Claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer acting for
you must prepare a Statement of Defence in Form 18A prescribed by the Rules of Civil Procedure,
serve it on the Plaintiff’s lawyer or, where the Plaintiff does not have a lawyer, serve it on the
Plaintiff, and file it, with proof of service, in this court office, WITHIN TWENTY DAYS after
this Statement of Claim is served on you, if you are served in Ontario.

If you are served in another province or territory of Canada or in the United States of
America, the period for serving and filing your Statement of Defence is forty days. If you are
served outside Canada and the United States of America, the period is sixty days.

Instead of serving and filing a Statement of Defence, you may serve and file a Notice of
Intent to Defend in Form 18B prescribed by the Rules of Civil Procedure. This will entitle you to
ten more days within which to serve and file your Statement of Defence.



B

[F YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN
AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF
YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY LEGAL FEES,
LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID
OFFICE.

IF YOU PAY THE PLAINTIFF’S CLAIM, and $1,000.00 for costs, within the time for
serving and filing your Statement of Defence, you may move to-have fh yeeeding dismissed
by the Court. If you believe the amount claimed for costs 45 excessive, yo uy -
Claim and $400.00 for costs and have the costs assessed by the Ceftrst. [/
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Date  November 7, 2017 Issued by

Docal Registrar

A
court office: P
SUFERIOR COUNT COUR SUPERIEURE
; O JUBTIOH: DE JUBTIGE
S WESLEACECAELTATL INCG, a8 UNIVERBITY AVE. 353 AVE. UNIVEASITY
2 Bloor Street E. SOTH FLOOR 1UE ETAGE
Suite 3000 TOROMIC, ONTARIO  TOROWTO, 0MTARIO
Toronto, Ontario 56 1£8 M5G 166

M4W 1A8

AND TO: GREGORY BOLAND
c/o West Face Capital Inc.
2 Bloor Street E.
Suite 3000
Toronto, Ontario
M4W 1A8

AND TO: M5V ADVISORS INC. c.0.b. ANSON GROUP CANADA
111 Peter Street
Suite 904
Toronto, Ontario
M5V 2H1

AND TO: ADMIRALTY ADVISORS LLC
5950 Berkshire Lane
Suite 210
Dallas, Texas, U.S.
75225




Vi

i

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

FRIGATE VENTURES LP
5950 Berkshire Lane

Suite 210

Dallas, Texas, U.S.

75225

ANSON INVESTMENTS LP
5950 Berkshire Lane

Suite 210

Dallas, Texas, U.S.

75225

ANSON CAPITAL LP

420 Lyndon B. Johnson Freeway
Suite 550

Dallas, Texas, U.S.

75240

ANSON INVESTMENTS MASTER FUND LP
5950 Berkshire Lane

Suite 210

Dallas, Texas, U.S.

75225

AIMF GP,

5950 Berkshire Lane
Suite 210

Dallas, Texas, U.S.
75225

ANSON CATALYST MASTER FUND LP
5950 Berkshire Lane

Suite 210

Dallas, Texas, U.S.

75225

ACF GP

5950 Berkshire Lane
Suite 210

Dallas, Texas, U.S.
75225
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i

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

MOEZ KASSAM
111 Peter Street
Suite 904
Toronto, Ontario
M5V 2H1

ADAM SPEARS
111 Peter Street
Suite 904
Toronto, Ontario
M5V 2H1

SUNNY PURI
111 Peter Street
Suite 904
Toronto, Ontario
M5V 2H1

BRUCE LANGSTAFF
158 St. Leonard’s Ave
North York, Ontario
M4N 1K7

ROB COPELAND
63 N. 3" St.

Apt. 207

Brooklyn, New York
11249

CLARITYSPRING INC.
545 5th Avenue

8th Floor

New York, New York, U.S.
10017

NATHAN ANDERSON
c/o ClaritySpring Inc.

545 5th Avenue

8th Floor

New York, New York, U.S.
10017

1%
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AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

KEVIN BAUMANN

JEFFREY MCFARLANE

DARRYL LEVITT

RICHARD MOLYNEUX

AND JOHN DOES #1-10
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CLAIM

The Plaintiffs claim against the Defendants, on a joint and several basis, for the following:

(@)

(b)

(©
(d)

(e)

®

(8)

(h)

®
()

General and aggravated damages in the amount of $450,000,000 for defamation,
injurious falsehood, the tort of causing loss by unlawful means (intentional

interference with economic relations), civil conspiracy and unjust enrichment;

In the alternative, an accounting of any and all gains from transactions in Callidus
Shares (defined infra) and the derivative securities thereof on or after August 9,
2017, including without limitation gains from short positions covered on or after
that date; and, to the extent that such amounts are greater than any amount of
general damages awarded, disgorgement or such other equitable remedy in relation

to such gains;
A Declaration that the Defendants defamed the Plaintiffs;

A Declaration that the Defendants breached s. 126.1 and s. 126.2 of the Securities
Act (Ontario), RSO 1990, c. S.5 (the “Securities Act”),

A Declaration that the Individuals Defendants (defined infr-a) are personally liable
for the unlawful actions carried out by or through the corporations and/or other

entities that are named as Defendants;

Special damages for costs associated with the “investigation” of the willful

misconduct of the Defendants, or some of them;

Punitive and/or aggravated damages as against all of the Defendants in the amount
of $5,000,000.00;

Prejudgment and postjudgment interest in accordance with sections 128 and 129 of
the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended;

The costs of this action, plus the applicable taxes; and

Such further and other relief as to this Honourable Court may seem just.
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(A) THE PLAINTIFFS

2 The Plaintiff, The Catalyst Capital Group Inc. (“Catalyst”), is a corporation with its head
office located in Toronto, Ontario. Catalyst is widely recognized as the leading firm in the field of
investments in distressed and undervalued Canadian situations for control or influence, known as

“special situations investments for control”.

8l The Plaintiff, Callidus Capital Corporation (“Callidus™), is a corporation with its head
office located in Toronto, Ontario. Callidus is a publicly traded asset-based lender that provides

capital on a bridge basis to meet the financing requirements of companies that cannot access

traditional lending sources.

4. Callidus engages in asset-based lending by lending to corporate businesses and taking
security against the assessed or appraised value of working capital and an identifiable portfolio of

assets, which may include accounts receivable, inventory, equipment, real estate, and other assets.

5. In April 2014, Callidus made an initial public offering (“IPO”) of approximately forty per
cent of its issued and outstanding shares. Prior to the IPO, Callidus was wholly owned by Catalyst.
Investment funds managed by Catalyst continue to own or control approximately 2/3rds of the

issued and outstanding shares of Callidus.

6. The shares of Callidus trade on the Toronto Stock Exchange under trade symbol CBL.TO

(the “Callidus Shares”).

(8) THE DEFENDANTS

7. The Defendant West Face Capital Inc. (“West Face™) is a Toronto-based private equity

corporation with assets under management of approximately $2.5 billion. West Face competes



U 8-

with Catalyst in the special situations for control investment industry. One of the principals of

West Face is the Defendant Gregory Boland (“Boland”).

8. West Face and Boland are vicariously liable for the acts or omissions of one another. In

the alternative, West Face and Boland acted as agent for each other.

9. The Defendant M5V Advisors Inc. carrying on business as Anson Group Canada (“Anson
Canada”), is a hedge fund incorporated in Ontario. At all relevant times, Anson Canada has entered
into securities transactions on public markets, including short sales. Anson Canada is vicariously

liable for the acts and omissions of its employees.

10.  The Defendant Admiralty Advisors LLC (“Admiralty”) is a limited liability company
organized pursuant to the laws of Texas. At all relevant times, Admiralty has engaged in securities

transactions, including short sales.

11. The Defendant Frigate Ventures LP ("Frigate™) is a limited partnership organized pursuant
to the laws of Texas. At all relevant time, Frigate was a registered investment fund manager with
the Ontario Securities Commission that engaged in securities transactions, including short sales.

Admiralty is the general partner of Frigate.

12. The Defendant Anson Investments LP is a limited partnership organized under the laws of

Texas. At all relevant times, it has engaged in securities transactions, including short sales.

13.  The Defendant Anson Capital LP is a limited partnership organized under the laws of

Texas. At all relevant times, it has engaged in securities transactions, including short sales.
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14. The Defendant Anson Investment Master Fund LP is a limited partnership organized under
the laws of Texas. At all relevant times, it has engaged in securities transactions, including short

sales.

15.  The Defendant AIMF GP is the general partner to Anson Investment Master Fund LP. At

all relevant times, AIMF GP has engaged in securities transactions, including short sales.

16.  The Defendant Anson Catalyst Master Fund LP is a limited partnership organized under
the laws of Texas. At all relevant times, it has engaged in securities transactions, including short

sales.

17.  The Defendant ACF GP is the general partner to Anson Catalyst Master Fund LP. At all

relevant times, it has engaged in securities transactions, including short shares.

18.  The parties described in paragraphs 9-17 above are a family of hedge funds that carry on

business as the Anson Group (“Anson”). Those funds claim to be focussed on long-short, market-

neutral and opportunistic investment strategies.

19.  The Defendants Moez Kassam (“Kassam™) and Adam Spears (“Spears™) are principals of

Anson. The Defendant Sunny Puri (“Puri™) is an analyst at Anson (together, the Individual Anson

Defendants™).

20.  The Individual Anson Defendants and the entities that comprise Anson at all material times
operated, acted and marketed themselves as a single entity. The Individual Anson Defendants and
Anson are vicariously liable for the acts or omissions of one another. In the alternative, each of the

Individual Anson Defendants and Anson acted as agent for the others.
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21.  The Defendant ClaritySpring Inc. (“Clarity”) is a Delaware incorporated company that is

based in New York. Clarity’s principal is the Defendant Nathan Anderson (“Anderson”).

22.  Clarity and Anderson are vicariously liable for the acts or omissions of one another. In the

alternative, Clarity and Anderson acted as agent for each other.

23. West Face, Boland, Anson, Kassam, Spears, Puri, Clarity and Anderson are hereinafier

referred to collectively as the “Wolfpack Conspirators”.
24.  The Defendant Bruce Langstaff (“Langstaff”) is a former employee of Canaccord Genuity.

25.  The Defendant Rob Copeland (“Copeland”) is a reporter with the Wall Street Journal (the

“WSJ) and resides in New York, New York.

26. The Defendants Boland, Kassam, Spears, Puri, Anderson, Langstaff and Copeland are

hereinafter referred to collectively as the “Individual Defendants”.

27.  The Defendant Kevin Baumann (“Baumann™) is an individual residing in Red Deer,

Alberta.

28.  The Defendant Jeffrey McFarlane (“McFarlane™) is an individual residing in North

Carolina, in the United States of America.
29.  The Defendant Darryl Levitt (“Levitt”) is an individual residing in Toronto, Ontario.

30.  The Defendant Richard Molyneux (“Molyneux™) is an individual residing in Toronto,

Ontario.



U A1-

31. Baumann, McFarlane, Levitt and Molyneux are hereinafter referred to collectively as the

“Guarantor Conspirators”.

32.  The Wolfpack Conspirators, the Guarantor Conspirators, Langstaff and Copeland are

hereinafter referred to collectively as the “Conspirators”.

33.  John Doe 1-10 are parties that participated in the Conspiracy (defined infra) and whose
identities are presently unknown to the Plaintiffs. The Plaintiffs will substitute the actual names of

these parties after they are discovered.

(C) WOLFPACK CONSPIRATORS TARGET CALLIDUS FOR A SHORT-SELLING
STRATEGY

34.  Short-selling is an investment strategy whereby an investor borrows shares in a publicly
traded corporation and then sells the borrowed shares to third parties. A short sale strategy
anticipates that the shares will decline in value, at which point the investor will buy back shares at
the lower price and return them to the party from which it originally borrowed shares. Selling
borrowed shares in this fashion is known as “selling short”. This activity may also be undertaken
on what is known as a “naked short” basis, in which a party bets that the stock will go down in
price without actually borrowing the stock or finding out if there is available stock to borrow in

order to short it. Without an inventory of stocks to borrow, naked shorting can leave a stock open

to market manipulation.

35.  If the shares ultimately decline in value as anticipated, the difference between the higher
price at which the investor sold the shares and the lower price at which the investor bought them

back represents a profit to the short-selling investor.
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36.  If, instead of declining in value as anticipated by the investor, the shares appreciate in
value, then the short-selling investor loses money on the investment. At some point, in order to
cap its losses, the investor will buy back the shares at a higher price and return them to the lender.
Because, in theory, the potential price of any stock is unlimited, the potential loss on a short-selling

strategy is infinite.

37.  The acts of the Defendants described herein amount to an unlawful conspiracy in that, at
some point prior to the publication of the Article (defined infr-a) on August 9, 2017, the Defendants,
with or without the John Doe Defendants: i) maliciously and intentionally or otherwise, entered
into an agreement to injure the Plaintiffs or, alternatively, the predominant purpose of their acts as
a whole was to cause injury to the Plaintiffs; ii) the Defendants used unlawful means — specifically,
acts or a combination of acts that amount in law to actionable defamation, injurious falsehood,
breaches of subsections 126.1 and 126.2 of the Securities Act and related regulations, including,
but not limited to National Instrument 81-102 and unjust enrichment (each set out more
specifically below) — with the knowledge that their actions were directly aimed at the Plaintiffs for
the purpose of causing injury to the Plaintiffs; iii) caused the stock price of Callidus to drop; and

(iv) in fact caused the Plaintiffs to suffer damages as a result of their conduct.

(D) GUARANTORS COORDINATE EFFORTS TO HARM CALLIDUS AND
CATALYST

38.  Several of the parties that received loans from Callidus were required to have their
principals execute personal guarantees as a term and condition of the loan. When several of the
borrowers subsequently defaulted on their loans, Callidus took steps to enforce the personal

guarantees.
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39. In particular, Callidus commenced actions to enforce personal guarantees against the

following persons (together, the “Guarantors”):

(a) Baumann in respect of a loan to Alken Basin Drilling Ltd.;

(b)  Andrew Levy (“Levy”) and Richard Jaross (“Jaross”) in respect of a loan to Esco

Marine;
(c) Levitt in respect of a loan to Fortress Resources;
(d)  Gary Smith (“Smith”) in respect of a loan to Fortress Resources;
(¢)  Molyneux in respect of a loan to Fortress Resources; and
® McFarlane in respect of a loan to Exchange Technology Group LLC.

(the “Guarantee Actions”)

40. In or around mid-2015, the Guarantors, and especially Baumann and Levy, started

contacting each other to discuss and coordinate their responses to the Guarantee Actions.

41. Baumann also offered some of the Guarantors, including Levy and Jaross, substantial
funding to fight the Guarantee Actions. The funding offered by Baumann was not, in fact, coming

from Baumann himself, but from the Wolfpack Conspirators.

42.  The Guarantors started to collectively discuss coordinating their defences to the Guarantee

Actions and to do so in substantially the same fashion and with defences worded in substantially

the same way.

43, In 2016, the Guarantors, except for Baumann, met in Albany, New York. During this
meeting, the Guarantors discussed commencing a “RICO” action against Callidus. The Guarantors
decided instead to defend the Guarantee Actions on the spurious basis of “fraudulent inducement”

(or its equivalent) and to file specious counterclaims against Callidus.
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44.  The Guarantors thought that by defending each of the Guarantee Actions in a coordinated
manner, they would have an opportunity to make it difficult for Callidus and Catalyst to succeed
or embarrass Callidus and Catalyst with allegations of “fraudulent inducement” or its equivalent.
The Guarantors also believed their coordinated attacks would force Callidus and Catalyst into

discussing some alternative resolution.

45.  The plea of fraudulent inducement is a defence typically seen in the United States pursuant
to which a borrower will claim that it was induced to change its economic position in return for a

promise by the lender that it will do something that the lender has no actual intention to do.

46.  Suchaplea was made by Smith, Levy and Jaross in connection with the Guarantee Actions
against them in the United States courts. Smith was unsuccessful and his subsequent appeal was
withdrawn in settlement of his case by payment of US$10,000 to Callidus. Levy and Jaross were
unsuccessful in all of the defences they asserted in the proceeding against them with the exception
that the judge hearing the summary proceeding ordered a factual hearing into the fraudulent
inducement issue. Before this happened, Levy and Jaross settled with Callidus and they
acknowledged in the settlement that they would likely not have succeeded in their remaining plea

of fraudulent inducement.

47.  Similarly, Levitt and Molyneux made an exaggerated claim for $150,000,000 against
Callidus, essentially on the basis of purported fraud. When confronted with the fact that they had

no such claim, they reduced the damages being sought from $150,000,000 to $1,000,000.

48.  Baumann has made similar claims implying fraud against Callidus.
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49,  The actions of the Guarantors demonstrate a significant degree of coordination of their

activities with a view to causing economic harm to Callidus and Catalyst.

50.  The Guarantors that were primarily responsible for the coordination efforts were Levitt and
to a lesser, but still important, degree, Baumann and McFarlane. While Levitt served as the overall
“puppet master” of the Guarantors, Baumann also reached out to the other Guarantors and, as noted

above, made the offer to fund the Levy and Jaross litigation in the amount of at least US$250,000.

51.  Catalyst and Callidus allege that funding did occur to support the Guarantors in the
Guarantee Actions through several undisclosed “angels”, including the Wolfpack Conspirators. In

many cases, the funders sought to keep their involvement secret through the use of non-disclosure

agreements.

52.  In addition to these coordinated activities, Levitt created an alter ego on Twitter known as
“William Struth @Glasgow Skeptic”. William Struth was a former manager of the Glasgow
Rangers football club who passed away in 1956. His image appears on the Twitter feed created

by Levitt in order to mask his identity.

53.  Through this alter ego, Levitt published false and defamatory statements intended to
impugn Callidus and Catalyst. Essentially all of the tweets made through these aliases by Levitt
are about Callidus and Catalyst and indicate a high degree of information that is not generally

available to the public.

54.  The use of an alias to publish false and defamatory statements about a target company is a
frequent tool used by short sellers and other miscreants seeking to spread false news and

manipulate market participants or other events.
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55.  Among the initial followers of the “William Struth @Glasgow Skeptic” Twitter feed were
Brandon Moyse, a former employee of Catalyst and the subject of litigation with Catalyst,

Anderson and Spears. Subsequent followers included McFarlane and Baumann.

(E) THE WOLFPACK CONSPIRES TO HARM CALLIDUS AND CATALYST

56.  In or about late 2015, West Face retained Bruce Livesey (“Livesey™), an investigative
journalist, to write an article regarding Catalyst’s principal, Newton Glassman, and
Callidus/Catalyst. West Face intended to use the article to cause damage to Catalyst and Callidus

and to launch a short attack.

57.  During the course of Livesey’s “investigation”, he spoke to several of the Guarantors and

learned that the Guarantors were coordinating their activities in response to the Guarantee Actions.

58.  In or about late 2016, after learning of the Guarantor’s coordination from Livesey, West
Face contacted the Guarantors to induce their participation in a wave of short attacks against

Callidus.

59. Around the same time, West Face also encouraged another fund, Anson, to support its
planned short attack. West Face disclosed to Anson the identity of the Guarantors and its

knowledge of coordination between the Guarantors.

60.  West Face also contacted Clarity, a firm that specializes in providing information to hedge
funds, wealth managers and others in the financial services industry, and encouraged it to

participate in the upcoming wave of short attacks against Callidus.
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61. In or about December 2016, the Wolfpack Conspirators and the Guarantor Conspirators
entered into a conspiracy with the intention to cause economic harm to Callidus and Catalyst (the

“Conspiracy”).

62.  For the Wolfpack Conspirators, the Conspiracy presented an opportunity to continue their
short attacks against Callidus, which would allow them to make risk-free profits and, in the

process, damage Catalyst and Callidus.

63. For the Guarantor Conspirators, the Conspiracy presented an opportunity to cause serious
economic harm to Callidus and Catalyst through trying to frustrate the enforcement of substantial
personal guarantees against each of them. Additionally, the Wolfpack Conspirators and others, the
identity of whom the Plaintiffs are currently unaware, offered to (and did) fund the Guarantors’

defences in the Guarantee Actions.

64. The Wolfpack Conspirators and Guarantor Conspirators agreed that, in furtherance of the
Conspiracy, they would execute the following plan of action: first, they spread false information
through the Bay Street rumour mill. Second, certain of the Guarantor Conspirators filed false
“whistleblower” complaints against Callidus through the Ontario Securities Commission (“OSC”)
to “confirm” the rumours. Third, once the false whistleblower complaints were filed, the
Conspirators worked together to leak the allegations contained in the complaints to the media in
order to generate media interest. Fourth, the Conspirators, either directly or indirectly, took short
positions in Callidus Shares. Fifth, the Conspirators timed a media report about the complaints to
be released near the end of a trading day, which caused the price of Callidus Shares to rapidly
decline. Finally, the Conspirators closed out their naked or other short positions at a substantial

profit, all at the expense of Callidus® market value and its shareholders.
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65.  The Conspiracy required very sophisticated coordination and perfect timing under the hand

of the Wolfpack Conspirators. This pattern has been honed through repetition in other situations.

66.  The Conspirators took steps to hide details of the Conspiracy in order to avoid detection
and make it difficult to learn about the Conspiracy after the harm was done to the Plaintiffs. In
particular, some of the Conspirators compelled at least some of the Guarantors to sign non-

disclosure agreements to prevent them from disclosing information relating to the Conspiracy.

(F)  CONSPIRATORS ABUSE OSC’S WHISTLEBLOWER PROGRAM

67.  The first step of this very sophisticated attack required use of the OSC’s “whistleblower”
program. The “whistleblower” program, started in July 2016, permits persons with information
about an alleged securities-related violation to report it to the OSC. The program offers anonymity
to complainants and a financial reward in the event the complaint results in a penalty. The intent
of the program is to encourage persons with information of alleged unfair, improper or fraudulent

practices to come forward without fear of reprisal.

68. In furtherance of the Conspiracy, four of the Guarantor Conspirators, Baumann,
McFarlane, Levitt (or Molyneux) and Clarity (or Anderson), agreed to file false and defamatory
whistleblower complaints (the “Complaints”) with the OSC relating to Callidus and Catalyst.
These four “complainants” coordinated their complaints in order to portray different alleged issues

with Callidus’ continuous disclosure and matters relating to Catalyst to the OSC.

69.  The “complainants” disclosed the Complaints, or the substance of the Complaints, to WSJ
reporters in New York and Toronto. They did so knowing and intending that: (i) the Complaints
were false; (i) the fact and nature of the Complaints alleging fraud by Callidus and Catalyst would

immediately be published and given widespread publicity; (iii) the publication of the existence and
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substance of the Complaints (falsely) alleging fraud would injure Callidus and Catalyst; (iv) the
effect of such widespread publicity would immediately cause a significant drop in the price of
Callidus Shares; and (v) these steps, events and consequences would give them or their co-
Conspirators an opportunity to engage in profitable short selling of Callidus Shares, all which was

in furtherance of the Conspiracy.

70.  Catalyst pleads and the fact is that the Complaints, which were filed in or around late 2016
and early 2017, also falsely alleged that Callidus and Catalyst were in the same line of business,
which created a conflict of interest. In addition, the Complaints falsely alleged that Callidus and
Catalyst had engaged in illegal accounting practices with respect to loans that related to the

Guarantors.
71.  The Complaints were defamatory. They falsely and maliciously state or imply that:
@) Callidus misled its shareholders;

(ii)  Callidus and Catalyst conduct business for nefarious purposes and do not

have integrity in their business dealings; and

(iii)  Callidus and Catalyst are not reputable and do not conduct business in an

ethical manner.

72.  The sole motivation for filing the Complaints was in furtherance of the Conspiracy.

73.  The intention of the Complaints was to enable the Conspirators to spread rumours within
the financial industry that Callidus and Catalyst were the subject of bona fide OSC whistleblower
complaints and subject to “investigations” by the OSC and the Toronto Police in order to

undermine the public confidence in both firms. They were designed to feed the Bay Street rumour

mill.
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74.  Infact, as pleaded herein, the Complaints were not bona fide. Rather, the Complaints were
defamatory and part of the Conspiracy to harm Callidus and Catalyst and to enable the
Conspirators to profit by an illegal and manipulative “short and distort” campaign against the

Callidus Shares.

(G) CONSPIRATORS ENDEAVOUR TO PUBLISH EXISTENCE OF THE
COMPLAINTS AND OTHER ARTICLES CRITICAL OF CALLIDUS AND
CATALYST

75.  The Wolfpack Conspirators and the Guarantor Conspirators undertook the initial steps of
contacting journalists in an effort to leak the existence of the Complaints and other false allegations

about Callidus and Catalyst.

76.  Initially, the Wolfpack Conspirators and the Guarantor Conspirators engaged Livesey, who
had a prior relationship with West Face, to write a negative story targeting Callidus, Catalyst and
their principals. The Wolfpack Conspirators agreed to compensate Livesey for his drafting a

negative story regarding Callidus, Catalyst and their principals.

77.  Livesey drafted a story based on information fed to him by one or more of the Conspirators.
The information that was provided to Livesey included information that formed the basis for the

Complaints.

78.  In furtherance of the Conspiracy, the Wolfpack Conspirators worked with Livesey to
contact two different news outlets -- Canadian Business Magazine and the Globe and Mail
newspaper -- with the goal of convincing these organizations to print Livesey’s freelance negative
story about Callidus, Catalyst and their principals. However, these outlets chose not to publish the

Livesey freelance story.
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79.  Having been frustrated by the failure of their first attempt, the Conspirators then sought to
create another “story” that Callidus was under “investigation” by the authorities based on the
submission of the false Complaints. In order to interest news outlets with this “story”, they
disclosed the substance of the Complaints. The Conspirators intended to create the appearance of

a credible news story about alleged nefarious practices at Callidus and Catalyst.
80.  Callidus and Catalyst have positively denied any such “investigation”.

81.  The Conspirators approached Reuters in 2017 with the existence of the Complaints and
encouraged it to publish a negative story about Callidus and Catalyst. Reuters decided not to

publish the story.

82.  Prior to approaching Reuters, the Conspirators also sought to approach other reputable
news organizations, whose identities are known only to them, in 2017, with the existence of the
Complaints and encouraged those organizations to publish a negative story about Callidus and

Catalyst. Those organizations also decided not to publish the story.

83.  After being rejected by these credible media outlets, the Conspirators decided that they
required a different approach to accomplish their goal of having a negative and false story

published about Callidus and Catalyst.

84.  Asaresult, the Conspirators contacted a different reporter, Copeland of the WSJ, with the
intention of having Copeland write a story that would insinuate that Callidus and Catalyst were

under “investigation” by both the OSC and the Toronto Police for fraud.

85.  Copeland had a prior relationship with Anderson. Anderson recruited Copeland to join the

Conspiracy and to write the story, which would assist the Conspirators to further the Conspiracy.
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86.  Copeland was directed by the Conspirators to “interview” McFarlane, who provided
Copeland with details of his Complaint. Specifically, McFarlane detailed to Copeland that Callidus
and Catalyst engaged in allegedly nefarious accounting practices concerning a loan that Callidus
extended to XTG. McFarlane had filed a Complaint regarding these accounting practices but, in
doing so, made false allegations that Callidus and Catalyst had engaged in false or illegal
accounting practices with respect to XTG. Similar conversations occurred with Baumann,

Molyneux, Levitt and Anderson.

87.  During the course of writing the article requested by the Conspirators, Copeland contacted
Callidus and Catalyst. Initially, Copeland refused to disclose to Callidus and Catalyst the subject

of the article.

88.  Despite Copeland’s refusal to disclose the subject of the article, Callidus and Catalyst
agreed to meet with Copeland and his colleague, Jacquie McNish (“McNish™), to clarify the

information and facts that Copeland indicated he would be relying on for the article.

89.  The meeting between Copeland, McNish and representatives of Callidus and Catalyst took
place on August 8, 2017. During that meeting, Callidus and Catalyst provided detailed information
of the accounting surrounding XTG and confirmed that all of this information was available on
the public record. This information flatly contradicted information that had been provided to
Copeland and McNish by the Conspirators. Copeland disclosed that there had been four different
whistleblower complaints to the OSC concerning Callidus and Catalyst, three of which had been

filed by Guarantors.
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90. During the meeting with Callidus and Catalyst, Copeland did not take any notes about any
of the responses provided by Callidus and Catalyst including detailed explanations provided

regarding the accounting practices surrounding XTG.

91.  Infact, Callidus’ and Catalyst’s accounting for XT'G was correct and properly disclosed on

the public record.

92.  Despite receiving information that refuted the basis for their story, and without making any
further inquiries or conducting appropriate diligence, Copeland and McNish decided to publish it
anyway. Copeland and McNish drafted the story in a manner that strongly implied and suggested
that Catalyst and Callidus had engaged in fraudulent behavior concerning XTG, and that they were
under “investigation” by the authorities for that and other matters. They also falsely reported that

company representatives had declined to offer a comment.

93, On August 9, 2017, in furtherance of the Conspiracy, Copeland contacted the Conspirators
before submitting the article for publication by the WSJ. The Conspirators encouraged Copeland
to release the article near the end of the trading day on August 9. Copeland advised the

Conspirators that he would do so and he did.

(H) WEST FACE, ANSON AND JOHN DOES EXECUTE WAVE OF SHORT
ATTACKS

94.  On or about August 9, 2017, in furtherance of the Conspiracy, the Wolfpack Conspirators

and one or more of the John Doe Defendants took short positions in Callidus Shares, either directly

or indirectly.
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95.  The Wolfpack Conspirators and one or more of the John Doe Defendants took the short
positions though Langstaff and others, who are known to the Conspirators but unknown to the

Plaintiffs.

96. Langstaff and others, who are known to the Conspirators but unknown to the Plaintiffs,
had been previously recruited by the Wolfpack Conspirators in the Conspiracy. Langstaff, in
furtherance of the Conspiracy, assisted the Wolfpack Conspirators and the John Doe Defendants

to take short positions in Callidus Shares, either directly or indirectly.

97.  Inatypical “short”, the investor borrows a company’s stock from another investor, on the
theory that the company’s share value will decline over a period of time as described in paragraphs

above.

98.  Onorabout August 9, the Wolfpack Conspirators took “naked short” positions. This means
that the Wolfpack Conspirators took a short position, betting that Callidus’ stock price would
decline, without actually borrowing the stock from another investor. In other words, in addition to
betting that Callidus’ stock price would decline, the Wolfpack Conspirators bet that they could
purchase Callidus Shares to cover their short positions from the market directly without having to

first borrow them.

99.  This type of short is extremely risky because it requires the short selling investor to
purchase the stock to cover his or her short position. The investor bets that he or she can purchase
the stock for a lower price at the end of the day than it could have at the open of the market. This
bet is very risky when shorting a stock that has a low trading volume, like Callidus, because the
investor may not be able to purchase the stock to cover its short position, which leaves it exposed

to serious losses if the share price increases. In the case of Callidus, the strategy is even more risky

37



25.-

because Catalyst and its related funds own more than 2/3rds of Callidus Shares and they are not

made available for borrowing.

100. In addition to naked shorts, the Wolfpack Conspirators and the John Doe Defendants took
other positions, the particulars of which are only known to them, to simulate a short position and

profit from the damaging effects of the Article.

101.  As at August 8, 2017, the average daily trading volume of Callidus’s stock was (a) for the
preceding 60 day period, 64,737 shares, (b) for the preceding 30 day period, 63,999 shares, and

(c) for the preceding 10 day period, 48,224 shares.

102. The Wolfpack Conspirators, however, knew as a result of their activities that, at the end of

the day on August 9, there would be sufficient trading volume to cover their short position.

103. At 3:29 pm EDT on August 9, 2017, Copeland’s article was posted on
thewallstreetjournal.com (the “Article”). The headline of the Article was “Canadian Private-
Equity Giant Accused by Whistleblowers of Fraud”. The Article was hidden behind a “pay wall”,
meaning that only those people who subscribe to the WSJ could see the full text of the Article.

Those who were not subscribers only saw the headline and first paragraph of the Article, which

read as follows:

TORONTO -- At least four individuals have filed whistleblower
complaints with Canadian securities regulators alleging fraud at a
multibillion-dollar investment firm and its publicly traded lending
arm, according to people familiar with the matter and documents
reviewed by The Wall Street Journal.

104. The headline and first paragraph of the Article contained the word “fraud” two separate

times. The thrust of the Article was exactly what the Conspirators intended — it impressed upon
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the general public that Callidus and Catalyst were under “investigation” by the authorities and that
the “investigation” concerned fraudulent accounting transactions recorded by Callidus and

Catalyst.

105.  In addition to publication on thewallstreetjournal.com, the Article was published on the
Dow Jones Newswire and other means that caused immediate dissemination of the Article in its

entirety, including the references to Catalyst and Callidus, to other market participants.

106.  Just prior to the publication of the Article and the close of market at 4:00 pm EDT, the
Article had the exact effect intended by the Wolfpack Conspirators. A significant number of those
persons holding Callidus Shares divested them after 3:30 pm EDT which, in turn, led to a sharp
decline in Callidus’ stock price. Due to stock market rules that prohibit Callidus from being in the
market after 3:30pm through its Normal Course Issuer Bid, the broker administering that bid could

not provide support for the stock price. These rules were known to the Conspirators.

107.  Simultaneous with the publication of the Article at 3:29 p.m. and within the span of a single
minute (3:29:00 — 3:29:59), the volume spiked with 13,000 shares traded, dropping the price from
$14.92 to $14.73 on multiple individual trades. Significantly, in the preceding 30 minutes prior to

3:29 p.m., only 3,100 shares had traded in total.

108.  Over the next 30 minutes (3:30 p.m. —4:00 p.m., the close of the trading day), over 157,400

shares traded, dropping the price by the end of the trading day to $13.41.

109.  The timing of the sell-side trading activity reflected at 3:29 p.m. was designed to cause the
share price to begin to decline to exaggerate the negative pressure anticipated to be caused by the

Article. The timing was part of the scheme of the Wolfpack Conspirators and the John Doe
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Defendants to ensure that the share price was dramatically reduced in the last 30 minutes of the

trading day and to ensure a disorderly sell-off by panicked investors.

110. During the chaotic sell-off, the Wolfpack Conspirators and the John Doe Defendants were
able to purchase Callidus Shares to cover their naked (and other) short positions. Because of the
decline in Callidus’ share price, they were able to significantly profit. The short paid out because
the share price was lower when they eventually purchased the Callidus shares than it was when

they secured the naked short (and other simulated short positions) at the beginning of the trading

day.

111. The Conspirators’ short and distort attack was successful — beginning on August 9, 2017
through August 14, 2017, Callidus’ share priced declined from $15.36 to $10.48 (reflecting a

market capitalization loss of $246,440,000 in less than 4 trading days).

d) ARTICLE AND COMPLAINTS ARE FALSE

112. The Atrticle, read as a whole, and the Complaints make false and defamatory statements

(the “Defamatory Words”) about Callidus and Catalyst to the effect that:

@) Callidus and Catalyst improperly “seize” companies to whom loans have

been made;

(i)  Callidus is engaged in illegal or improper accounting in relation to

Callidus’s loan portfolio;

(iti)  Callidus and Catalyst are engaged in criminal or fraudulent activities in

relation to Callidus’s loan portfolios;

(iv)  Callidus and Catalyst are under “investigation” for fraud or other illegal

activity by the OSC and/or the Toronto Police Service;
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(vi)
(vii)

(viii)

(ix)

x)

(xi)
(xii)

(xiii)
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Callidus and Catalyst are treating McFarlane unfairly or unjustly by

pursuing him in a Guarantee Action;
Callidus and Catalyst improperly file “multiple lawsuits” against borrowers

Callidus and Catalyst dealt improperly or illegally in relation to the XTG

loan;

Callidus and Catalyst caused XTG to go into insolvency proceedings shortly
after it purchased a loan from a US bank;

Callidus and Catalyst intentionally caused Callidus to be “overpaid” for the

XTG investment;

Callidus and Catalyst delayed or underreported potential losses in respect

of the XTG investment;
Callidus misled its shareholders or investors;

Callidus and Catalyst conduct business for nefarious purposes and do not

have integrity in their business dealings; and

Callidus and Catalyst are not reputable and do not conduct business in an

ethical manner.

113.  The Article as a whole, and the Defamatory Words, take on additional and further

defamatory meanings and implications simply from inclusion in the same Article with each other.

The plain meaning of the statements taken together is that the Plaintiffs act fraudulently with

misstated financial statements and nefarious business practices. This is spurious, false and

damaging to the Plaintiffs’ reputation and good will. The Plaintiffs intend to rely on the entirety

of the Defamatory Words in support of this Action.
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W) LIABILITY AND DAMAGES RELATED TO THE SHORT ATTACKS

Breaches of the Securities Act

114. The Defendants' unlawful short attack was intended to, and did, drive down the price of
Callidus Shares to artificially low levels. Although the full details of the Defendants' conduct in

this regard are known only to them, such conduct includes, without limitation:

(a) Providing tip-offs and previews to selected investors of the Defendants' intention
to disseminate false negative information into the market concerning Callidus, and

of the planned timing of such dissemination;

(b)  The concerted accumulation of open short positions in advance of the publication
of the Article so as to take advantage of market price declines when the Article

was published;
(c) Encouraging selected investors to do the same;

(d)  The Defendants' participation in and preparation of the Article with its false and

misleading negative content concerning Callidus;
(e) The Defendants' efforts to ensure publication of the Article; and

® The Defendants' actions after the Article was published to continue the downward

pressure on the price of Callidus Shares.

115. By participating in the short attack, each Defendant, directly or indirectly, engaged or
participated in a course of conduct relating to the Callidus Shares that they knew and intended, or
reasonably ought to have known, would result in or contribute to an artificially low price for the

Callidus Shares, in violation of section 126.1 of the Securities Act.

116. Additionally, each Defendant, directly or indirectly, made a statement or statements that
they knew or reasonably ought to have known was misleading or untrue, or that failed to state a

fact that was necessary to make the statement not misleading, and that would reasonably be
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expected to have a significant effect on the market price or value of the Callidus Shares, in violation

of section 126.2 of the Securities Act.

117.  The Defendants' breaches of the Securities Act are "unlawful acts" that, in part, form the

basis of the civil conspiracy claim, as pleaded above.

Causing loss by unlawful means/ intentional interference

118. By participating in the publication of the Defamatory Words, the Defendants deceived
third-party market participants into believing that Callidus and Catalyst were engaged in fraudulent
activity and were subject to “investigation” by the OSC and the Toronto Police. The Defamatory
Words were published to induce these market participants to sell their Callidus Shares, thereby

lowering the Callidus share price for a prolonged period of time.

119. In so doing, the Defendants interfered with Callidus's and Catalyst’s economic relations
with its investors and caused harm to Callidus and Catalyst in the form of a lower price for the

Callidus Shares.

120. In the alternative to damages to compensate Callidus and Catalyst for having caused them
loss by unlawful means, the Defendants are liable to pay restitution, disgorgement or to otherwise

account for any and all ill-gotten gains obtained as a result of their conduct.

Personal Liability of the Individual Defendants

121.  The Individual Defendants completely dominated and controlled the corporate entities
among the Defendants and caused them to engage in the tortious and unlawful conduct described
above. In addition, the conduct alleged involved malice and dishonesty in which the Individual

Defendants sought to use the corporate entities among the Defendants to obtain significant
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personal financial benefits. As the Individual Defendants caused the corporate entities within the
Defendants to direct wrongful things to be done, this is an appropriate case to pierce the
corporate veil and impose personal liability on the Individual Defendants. In the alternative, the
corporate entities among the Defendants acted as agents for the Individual Defendants, who

ultimately profited from the unlawful conduct.

122. In addition, or in the further alternative, the defamatory and otherwise unlawful conduct
that was carried out by the Individual Defendants constituted independent wrongful acts that were
contrary to the best interests of the corporate entities among the Defendants. In these
circumstances, they are personally liable for the damages they caused, separate and apart from the

liability of the corporate entities.

Liability of the John Doe Defendants

123. John Doe Defendants 1-10 are persons or entities whose names are not known to the

Plaintiffs, but who:
@) participated in the Conspiracy;

(i)  were aware of the contents of the Article prior to its publication and

broadcast;

(iii) knew or ought to have known that the Article contained false and
defamatory assertions about Callidus and Catalyst that would cause the
market price of Callidus Shares to decline and otherwise cause damage to

Callidus and Catalyst;

(iv)  decided thereby to take short positions in Callidus’s Shares, and did so; and,

44



7=

) thereby stood to gain by covering their short positions after the Article was

broadcast and the market price of Callidus's Shares had declined.

124.  John Doe Defendants 1-10 are jointly and severally liable for the wrongs committed by the

Defendants.

Unjust Enrichment

125.  The Defendants, including the John Doe Defendants 1-10, have been unjustly enriched or
otherwise benefited through their participation in the unlawful short selling attack. Specifically: i)
the Defendants received a benefit in the form of profit they made as a result of the short selling
scheme; ii) the benefit was at Callidus's expense, as it corresponded to a decline in Callidus's
market capitalization, which constitutes an injury to Callidus; and iii) there was no juristic reason

for the enrichment.

126.  The Defendants are liable to the Plaintiffs as a result of their unjust enrichment and should
be required to disgorge their unjust gains, including their profits from selling the shares of Callidus,
and to pay over such gains to the Plaintiffs. All such unjust gains should similarly be imposed with

a constructive trust, effective as of August 9, 2017, pending further order of this Court.

127.  In addition to the damages claimed above, as a result of the Defendants' conduct, the
Plaintiffs have suffered, and continue to suffer, injury to their character and good reputation, which
has further resulted in great embarrassment, loss of profits and loss of opportunity. The Plaintiffs
are entitled to damages for reputational harm, disruption of their business, services and affairs, its
loss of corporate opportunities, costs of investigating and correcting the false and defamatory
statements, and/ or any other matter initiated resulting from the false and defamatory information,

and other consequential damages resulting from the Defendants' scheme and market manipulation.
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Punitive Damages

128. The Plaintiffs claim that an award of punitive damages is appropriate, having regard to the
high-handed, wilful, wanton, reckless, contemptuous and contumelious conduct of the Defendants.
Accordingly, the Defendants are liable, on a joint and several basis, to the Plaintiffs for punitive

damages.

129. The Plaintiffs are entitled to damages equal to the cost of the “investigation” of the
Defendants’ misconduct undertaken by Callidus and Catalyst which resulted in sworn statements,
discovery of emails and other facts and evidence which form the basis on which this Action is

based.

(K) SERVICE EX JURIS

130. The Defendants’ actions include torts committed in Ontario. At all material times, the

Defendants carried on business in Ontario.

131.  The Plaintiffs plead and rely upon Rule 17.02 (g) and (p) of the Rules of Civil Procedure,

RRO 1990, Reg. 194.

132. The Plaintiffs propose that this action be tried at Toronto.

November 7, 2017 LAX O'SULLIVAN LISUS GOTTLIEB LLP
Counsel
Suite 2750, 145 King Street West
Toronto ON M5H 1J8

Rocco DiPucchio LSUC#: 381851

rdipucchio@counsel-toronto.com

Tel: 416 598 2268
Bradley Vermeersch LSUC#: 69004K

bvermeersch@counsel-toronto.com

Tel: 416 646 7997
Fax: 416 598 3730

Lawyers for the Plaintiffs
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This is Exhibit “2” referred to in the Affidavit of Karina
Mclntosh, sworn January 18, 2018

>

Commissionér for Taking Affidavits
NIFER P. SAVILLE
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Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:
{Cour: Seal)

QY , THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL
CORPORATION
Plaintiffs

and

DOW JONES AND COMPANY, ROB COPELAND, JACQUIE MCNISH and
JEFFREY MCFARLANE
Defendants

STATEMENT OF CLAIM

TO THE DEFENDANTS:

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the Plaintiff.
The Claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer acting for
you must prepare a Statement of Defence in Form 18A prescribed by the Rules of Civil Procedure,
serve it on the Plaintiff’s lawyer or, where the Plaintiff does not have a lawyer, serve it on the
Plaintiff, and file it, with proof of service in this court office, WITHIN TWENTY DAYS after this
Statement of Claim is served on you, if you are served in Ontario.

If you are served in another province or territory of Canada or in the United States of
America, the period for serving and filing your Statement of Defence is forty days. If you are
served outside Canada and the United States of America, the period is sixty days.

Instead of serving and filing a Statement of Defence, you may serve and file a Notice of
Intent to Defend in Form 18B prescribed by the Rules of Civil Procedure. This will entitle you to
ten more days within which to serve and file your Statement of Defence.

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN
AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF
YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY LEGAL FEES,
LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID

OFFICE.
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TAKE NOTICE: THIS ACTION WILL AUTOMATICALLY BE DIS MISSED if it has

not been set down for tr1al or terminated by any means withi ars action was

Date November \7 , 2017 Iss X{PS——
/ re ]Local Registrar
Address of ™ i rt of Justice
court office: 393 University Avenue, 10th Floor
Toronto ON MS5G 1E6
TO: Joseph Weissman
Counsel
1211 Avenue of the Americas
New York, NY
10036
Lawyer for the Defendants, Dow Jones and Company,
Rob Copeland and Jacquie McNish
AND TO:  Jeffrey McFarlane
220 Dominion Drive
Suite B
Morrisville, NC

27560
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CLAIM

1. The Plaintiffs claim against the Defendants, on a joint and several basis:

(a)

(b)

(©)

Gy

()

®

(2

L)

General damages in the amount of $300 million for defamation, conspiracy, and, in

the alternative, false light publication of the Plaintiffs in the public eye;

Special damages in such amounts as to be particularized before trial for the same

causes of action as set out in (2);
A declaration that the Defendants defamed the Plaintiffs;

In the alternative, a declaration that the Defendants caused, contributed and/or are

legally responsible for publicity of the Plaintiffs in a false light in the public eye;

An injunction restraining the Defendants from continuing to make or publish,
directly or indirectly, any of the defamatory and false light statements, articles, and

broadcasts;

prejudgment interest in accordance with section 128 of the Courts of Justice Act,

R.S.0. 1990, c. C.43, as amended,

postjudgment interest in accordance with section 129 of the Courts of Justice Act,

R.S.0. 1990, c. C.43, as amended,
the costs of this proceeding, plus all applicable taxes; and

Such further and other relief as to this Honourable Court may seem just.



The Parties

2. The Plaintiff The Catalyst Capital Group Inc. (“Catalyst™) is a corporation with its head
office located in Toronto, Ontario. Catalyst is widely recognized as the leading firm in the field of

investments in distressed and undervalued Canadian situations.

3. The Plaintiff Callidus Capital Corporation (“Callidus”) is a corporation with its head office
located in Toronto, Ontario. Callidus is a publicly traded asset-based lender that provides capital
on a bridge basis to meet the financing requirements of companies that cannot access traditional

lending sources.

4, Callidus engages in asset-based lending by lending to corporate businesses and taking
security against the assessed or appraised value of working capital and an identifiable portfolio of

assets, which may include accounts receivable, inventory, equipment, real estate, and other assets.

5. In April 2014, Callidus made an initial public offering (“IPO”) of approximately forty per
cent of its issued and outstanding shares. Prior to the IPO, Callidus was wholly owned by Catalyst.
Investment funds managed by Catalyst continue to own or control approximately seventy per cent

of the issued and outstanding shares of Callidus.

6. The Defendant, Dow Jones and Company (“Dow Jones”), is a corporation with its
headquarters in New York, New York. Dow Jones is the owner of the newspaper publication The

Wall Street Journal (“WSJ”).

7. The Defendant Rob Copeland (“Copeland™) is a reporter for the WSJ residing in New York,

New York.
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8. The Defendant Jacquie McNish (“McNish™) is a reporter for the WSJ residing in Toronto,

Ontario.

9. The Defendant Jeffrey McFarlane is the former chief executive officer of a computer
distributor, Xchange Technology Group (“XTG”). XTG borrowed money from Callidus and

McFarlane personally guaranteed the loan.

M(cFarlane Provides Copeland and Mc¢Nish With False and Defamatory Information

10. In or about July 2017, McFarlane contacted Copeland to discuss information that he
claimed to have regarding Callidus and Catalyst’s accounting practices. Subsequently, McFarlane

and Copeland discussed McFarlane’s allegations about Callidus and Catalyst’s accounting

practices with respect to Callidus.
11.  Copeland convinced McNish to meet with McFarlane.

12.  McFarlane, Copeland and McNish agreed to meet. During this meeting, McFarlane
contended that Callidus and Catalyst had engaged in false, dishonest and fraudulent accounting

practices based on the following allegations:
(a) XTG borrowed funds from Callidus in late 2012;
(b) In 2013, after XTG entered insolvency, Callidus purchased it for about $34 million;

(c)  After Callidus’ IPO, Catalyst agreed to cover future losses on Callidus’ loans,

including its loan to XTG;

(d) In September 2015, Callidus recorded the XTG loan as an asset for sale at $66.9

million in a quarterly earnings report;
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In March 2016, Catalyst transferred C$101 million to Callidus for XTG which it
declared was "an amount equal to the total outstanding principal plus accrued and

unpaid interest”;

In December 2016, Catalyst informed its investors that the investment in XTG was
worth a fraction of what it had paid that March and declared losses in two of its

funds as a result;

McFarlane disclosed that he had filed a whistleblower complaint against Callidus
and Catalyst alleging fraudulent accounting practices and other improprieties with

the Ontario Securities Commission (“OSC”);

McFarlane claimed that his complaint to the OSC contained allegations that
Catalyst overpaid Callidus to acquire the XTG investment and delayed and

underreported the losses on the same investment; and

McFarlane disclosed that three other parties had filed whistleblower complaints

which included allegations of fraud against Callidus and Catalyst with the OSC

(together, the “McFarlane Statements”).

13.  McFarlane represented to Copeland and McNish that the McFarlane Statements were true.

However, the McFarlane Statements were false, distorted and/or misrepresentative of the truth and

were made in order to entice Copeland and McNish to author a negative article about Callidus and

Catalyst.
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14.  McFarlane made the McFarlane Statements to Copeland and McNish with the express
intent to cause harm and injury to Callidus and Catalyst. McFarlane was motivated by an animus
toward Callidus and Catalyst as a result of ongoing litigation between he and Callidus concerning
his personal guarantee of XTG’s loan from Callidus. In addition, McFarlane’s actions were in

furtherance of a broader conspiracy to cause Callidus and Catalyst harm.

15.  McFarlane knew that the McFarlane Statements were false and defamatory of Callidus and
Catalyst, however, he caused Copeland and McNish to publish a story based on the McFarlane

Statements.

16.  Following the meeting with McFarlane, Copeland and McNish resolved to and did author

a story based on the McFarlane Statements.

17.  Neither Copeland nor McNish performed any material research or due diligence to question

or confirm the McFarlane Statements.

18.  Inan effort to give the appearance of balanced reporting, Copeland and McNish requested

and were granted a meeting with Callidus and Catalyst’s representatives to discuss their article.

Meeting between Callidus, Catalyst, Copeland and McNish

19.  On August 8, 2017, Copeland and McNish, under the guise of responsible and ethical

journalism, met with Callidus’ and Catalyst’s representatives (the “August 8 Meeting”).

20.  Prior to the meeting, Callidus and Catalyst requested that Copeland and McNish provide
the materials they claimed to be relying on to allege that Callidus and Catalyst had been the subject
of a number of whistleblower complaints to “authorities”, including the OSC and the Toronto

Police Service, and to provide details of the allegations from their sources.
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21, Copeland and McNish refused to provide any material to Callidus or Catalyst in advance

of the August 8 Meeting.

22.  During the meeting, Callidus’ and Catalyst’s representatives presented full and complete

disclosure to Copeland and McNish of the specific facts relevant to XTG and its loan with Callidus.

The disclosure included the following facts:

(a)

(b)

(©)

(d)

()

Copeland and McNish were incorrectly comparing information from Callidus’
financial statements about XTG, namely its “Net Carrying Value number” and its
“Gross Loan Number”, as reported in various financial statements, to suggest that

Callidus was underreporting potential losses on loans to XTG.

The correct information explains that the “Gross Loan Number” was a proper
accounting for XTG’s loan in accordance with its contractual obligations to

Callidus;

Catalyst, upon acquiring XTG, under normal course accounting practices, had been
required to write down the asset to its appropriate carrying value in line with the

relevant adjustments;

The accounting treatment reflected in the books of Callidus and Catalyst was

required by and in accordance with IFRS;

These normal course adjustments had already been recorded in Callidus’® and

XTG’s audited financial statements; and
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® In these circumstances, there was no legitimacy to any allegations that Callidus’ or
Catalyst had engaged in any improper, let alone fraudulent, accounting practices in

connection with XTG.

23.  The information provided to Copeland and McNish during the August 8 Meeting flatly
contradicted the false representations made to them by McFarlane and the basis for the McFarlane

Statements.

24.  Copeland and McNish led Catalyst and Callidus to believe that they would use the
information supplied during the August 8 Meeting to undertake basic due diligence on the claims

on which they intended to report.

25.  Catalyst and Callidus believed that Copeland and McNish would fairly, accurately and

responsibly report the facts and circumstances of Callidus’ accounting for its loan to XTG.

Copeland and McNish Submit Article for Publishing

26.  Copeland and McNish deliberately omitted the information provided to them by Callidus
and Catalyst during the August 8 Meeting from their articles. Instead, Copeland and McNish
intentionally and falsely drafted their articles in reliance on the information McFarlane provided
to them and nothing more. This bad faith misconduct was aggravated by the fact that Copeland

and McNish also falsely reported that Callidus and Catalyst would not comment on Copeland and

McNish’s story.

27.  Copeland and McNish authored an article entitled “Canadian Private-Equity Giant

Accused by Whistleblowers of Fraud” (the “First Article”).

28.  Copeland and McNish did so knowing, being wilfully blind to, or reckless to, the fact that:
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(@) The statements they intended to and did publish regarding Callidus and Catalyst
were false, inaccurate, misleading, and had been fabricated, and would not stand up

to basic due diligence; and

(b)  Copeland and McNish had access to information in the public record and arising
from the August 8 Meeting that contradicted the McFarlane Statements and the

defamatory language used in the First Article.

29.  Copeland and McNish submitted the First Article for publishing on or about August 9,

2017.

30. Dow Jones published the First Article on the WSJs website,
www.thewallstreetjournal.com. Dow Jones did so knowing, being wilfully blind to, or reckless to,
the fact that the statements in the First Article regarding Callidus and Catalyst were false,

inaccurate, misleading, and had been fabricated, and would not stand up to basic due diligence.

31.  The following false and defamatory words, were published in the First Article (collectively

the “Defamatory Words™):

Canadian Private-Equity Giant Accused by Whistleblowers of Fraud

At least four individuals have filed whistleblower complaints with
Canadian securities regulators alleging fraud at a multibillion-dollar
investment firm and its publicly traded lending arm, according to people
familiar with the matter and documents reviewed by The Wall Street
Journal.

Catalyst Capital Group Inc., one of Canada's largest private-equity firms,
is accused in the complaints of artificially inflating the value of some of
its assets and deceiving borrowers about the terms of loans it made. The
complaints have prompted officials at the Ontario Securities Commission,
the country's leading securities regulator, to make inquiries and question
people familiar with Catalyst, according to the people and documents.

o8



-11-

A unit of the Toronto Police Service that specializes in financial crimes
has separately begun its own inquiries, a department spokeswoman said.

[...]

Some but not all of the filers of the Catalyst whistleblower complaints
have worked at companies that borrowed money from Mr. Glassman's
firms, and later had their businesses seized, said people familiar with the
matter. Some are involved in litigation with Catalyst, the people said.
Some of the complaints involve a series of loans to a small technology
distributor, while others focus on other investments and the firm's
accounting.

[...]

Mr. Glassman is also chief executive of Callidus Capital Corp., a so-
called alternative lender listed on the Toronto Stock Exchange. Callidus's
lending practices are also a subject of the whistleblower complaints,
according to the people and documents.

[.-]

Catalyst funds own a majority of Callidus's public shares and some senior
executives work concurrently at both firms.

[...]

His companies sometimes file multiple lawsuits against borrowers
believed to have violated the terms of their loans.

One of those borrowers is Jeff McFarlane.

Mr. McFarlane is the former chief executive of computer distributor
Xchange Technology Group, known as XTG. He said his company began
borrowing from Callidus in late 2012 after the lender purchased its $11.6
million loan from a U.S. bank.

Within a year, Xchange was in insolvency proceedings. Callidus
purchased the company for about $34 million, according to court
documents.

When Callidus went public in 2014, Catalyst, its majority shareholder,
agreed to cover future losses on loans including Xchange.

In September 2015, Callidus recorded the Xchange investment as an asset
for sale at C$66.9 million in a quarterly earnings report.

Then in March 2016, Catalyst transferred C$101 million to Callidus for
Xchange, "an amount equal to the total outstanding principal plus accrued
and unpaid interest," filings show.
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In December 2016, Catalyst told its investors that the Xchange stake was
only worth a fraction of what it had paid that March, triggering losses on
two of its funds, according to one of the whistleblower complaints and
documents reviewed by the Journal.

Mr. McFarlane confirmed he filed one of the whistleblower complaints.
His complaint, and one other, alleges that Catalyst funds overpaid
Callidus to acquire the Xchange investment, and delayed and
underreported potential losses. "I have serious concerns about the
integrity of Callidus's accounting around XTG," Mr. McFarlane said.

Last month, the Court of Appeal for Ontario found Mr. McFarlane
responsible for a personal guarantee on Xchange's debts that was far less
than Callidus was seeking in a civil suit.

Mr. Glassman's companies have also sued or counter sued government
agencies and former employees for damages in relation to alleged
business breaches and misconduct.

Callidus in February sued a former employee and alleged he was
responsible for "artificially inflating" the financial performance of some
of its investments, including Xchange. The employee responded in a court
filing denying that, and said Callidus made the claim to deflect attention
from "multiple complaints and regulatory investigations." Litigation is
ongoing.

As part of its quarterly earnings, Callidus in May disclosed that its
accounting practices were under review from the OSC. Mr. Glassman told
analysts at that time that the review was "nothing extraordinary." He
added, "If there was a significant issue with the Commission, I'm fairly
certain the Commission would force us to disclose it."

32,  The First Article also fails to report the details of the four alleged “whistleblower”
complaints, with the exception of certain allegations concerning Callidus and Catalyst’s

accounting of Callidus’s loan to XTG.

33.  In addition to being defamatory, the statements in the First Article are intentionally and
with malice presented in a false light by Copeland, McNish and Dow Jones to indicate that Catalyst

and Callidus acted in a menacing, illegal and immoral manner.
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34.  The ordinary meaning of the words or innuendos published in the First Article would lead

a reasonable person to conclude that Catalyst and Callidus:

(2)

(b)

©

(d)

(e

®

(®

(b)

()

)

(k)

improperly “seize” companies to whom loans have been made;

are engaged in illegal or improper accounting in relation to Callidus’s loan

portfolio;

are engaged in criminal or fraudulent activities in relation to Callidus’s loan

portfolios;

are under investigation for fraud or other illegal activity by the OSC and/or the

Toronto Police Service;

are treating McFarlane unfairly or unjustly;

improperly file “multiple lawsuits” against borrowers;
dealt improperly or illegally in relation to the XTG loan;

caused XTG to go into insolvency proceedings shortly after it purchased a loan

from a US bank;

intentionally caused Callidus to be “overpaid” for the XTG investment;

delayed or underreported potential losses;

misled their shareholders or investors;
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4] conduct business for nefarious purposes and do not have integrity in their business

dealings; and

(m)  are not reputable and do not conduct business in an ethical manner.

35.  The First Article remains on the WSJ website where it was initially posted.

Copeland Tweets Defamatory Words
36.  On August9,2017 at 3:40 p.m. EDT, Copeland further disseminated the First Article using

his Twitter account under the handle “@realrobcopeland”. Copeland tweeted a link to the First
Article and wrote in a tweet that “‘Goldman Sachs of Canada’ is accused of fraud. Exclusive w/

@jacquiemcnish” (the “First Copeland Tweet™).

37. Less than an hour later, Copeland sent a second tweet which again included a link to the
First Article and indicated that “Shares fall 21% for Callidus Capital, majority owned by PE giant

Catalyst Capital, after @WSJ reports alleged fraud” (the “Second Copeland Tweet”).

38.  OnAugust 11,2017, in an effort to further disseminate the First Article and the Defamatory
Words, Copeland tweeted a link to another WSJ story regarding Callidus and Catalyst (which links
to the First Article) and tweeted that “Lender Callidus, which we reported is accused by

whistleblowers of fraud, reports unexpected loss” (the “Third Copeland Tweet”).

39.  Copeland authored the First Copeland Tweet, Second Copeland Tweet and Third Copeland
Tweet with the express purpose of disseminating the First Article as well as the facts, information
and innuendo that he knew or ought to have known were defamatory and which caused harm to

Callidus and Catalyst.
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WSJ Re-publishes Defamatory Words

40.  On or about August 10, 2017, Dow Jones published in the print editions of its newspaper,

the WSJ, an article headlined “Top Buyout Firm Scrutinized on Loans” (the “Second Article™).

41.  Copeland and McNish also authored the Second Article. They did so knowing, being

wilfully blind to, or reckless to, the fact that:

(a) The statements they intended to and did publish regarding Callidus and Catalyst
were false, inaccurate, misleading, and had been fabricated, and would not stand up

to basic due diligence; and

(b)  Copeland and McNish had access to information in the public record and arising
from the August 8 Meeting that contradicted the McFarlane Statements and the

defamatory language used in the Second Atrticle.

42.  Dow Jones published the Second Article knowing, being wilfully blind to, or reckless to,
the fact that the statements in the Second Article regarding Callidus and Catalyst were false,

inaccurate, misleading, and had been fabricated, and would not stand up to basic due diligence.

43. The following false and defamatory words were published in the Second Article

(collectively, the “Defamatory Words”):

At least four individuals have filed whistleblower complaints with
Canadian securities regulators alleging fraud at a multibillion- dollar
investment firm and its publicly traded lending arm, according to people
familiar with the matter and documents reviewed by The Wall Street
Journal.

Catalyst Capital Group Inc., one of Canada’s largest private- equity
firms, is accused in the complaints of artificially inflating the value of
some of its assets and deceiving borrowers about the terms of loans it
made. The complaints have prompted officials at the Ontario Securities
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Commission, the country’s leading securities regulator, to make
inquiries and question people familiar with Catalyst, according to the
people and documents.

A unit of the Toronto Police Service that specializes in financial crimes
has separately begun its own inquiries, a department spokeswoman said.

[...]

Some but not all of the filers of the Catalyst whistleblower complaints
have worked at companies that borrowed money from Mr. Glassman’s
firms, and later had their businesses seized, said people familiar with the
matter. Some are involved in litigation with Catalyst, the people said.
Some of the complaints involve a series of loans to a small technology
distributor, while others focus on other investments and the firm’s
accounting.

B

Mr. Glassman is also chief executive of Callidus, the alternative lender
listed on the Toronto Stock Exchange. Callidus’s lending practices are
also a subject of the whistleblower complaints, according to the people
and documents.

Catalyst funds own a majority of Callidus’s public shares and some
senior executives work concurrently at both firms.

[..]

His companies sometimes file multiple lawsuits against borrowers
believed to have violated the terms of their loans.

One of those borrowers is Jeff McFarlane. Mr. McFarlane is the former
chief executive of computer distributor Xchange Technology Group,
known as XTG. He said his company began borrowing from Callidus in
late 2012 after the lender purchased its $11.6 million loan from a U.S.
bank.

Within a year, Xchange was in insolvency proceedings. Callidus
purchased the company for about $34 million, according to court
documents.

When Callidus went public in 2014, Catalyst, its majority shareholder,
agreed to cover future losses on loans including Xchange.

In September 2015, Callidus recorded the Xchange investment as an
asset for sale at C$66.9 million in a quarterly earnings report.

Then in March 2016, Catalyst transferred C$101 million to Callidus for
Xchange, “an amount equal to the total outstanding principal plus
accrued and unpaid interest,” filings show.
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In December 2016, Catalyst told its investors that the Xchange stake
was only worth a fraction of what it had paid that March, triggering
losses on two of its funds, according to one of the whistleblower
complaints and documents reviewed by the Journal.

Mr. McFarlane confirmed he filed one of the whistleblower complaints.
His complaint, and one other, alleges that Catalyst funds overpaid
Callidus to acquire the Xchange investment, and delayed and
underreported potential losses. “I have serious concerns about the
integrity of Callidus’s accounting around XTG,” Mr. McFarlane said.

Last month, the Court of Appeal for Ontario found Mr. Mc-Farlane

responsible for a personal guarantee on Xchange’s debts that was far
less than Callidus was seeking in a civil suit.

[...]

Mr. Glassman’s companies have also sued or counter sued government
agencies and former employees for damages in relation to alleged
business breaches and misconduct.

Callidus in February sued a former employee and alleged he was
responsible for “artificially inflating” the financial performance of some
of its investments, including Xchange. The employee responded in a
court filing denying that, and said Callidus made the claim to deflect
attention from “multiple complaints and regulatory investigations.”
Litigation is ongoing.

As part of its quarterly earnings, Callidus in May disclosed that its
accounting practices were under review from the OSC.

44.  As with the First Article, the Second Article fails to report the details of the four alleged
“whistleblower” complaints, with the exception of certain allegations concerning Callidus and

Catalyst’s accounting of Callidus’s loan to XTG.

45. In addition to being defamatory, the statements in the Second Article are intentionally and
with malice presented in a false light by Copeland, McNish and Dow Jones to suggest that Catalyst

and Callidus act in a menacing, illegal and immoral manner.

46.  The ordinary meaning of the words or innuendos published in the Second Article would

lead a reasonable person to conclude that Catalyst and Callidus:
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(b)
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(d)

©

®

@

(h)

@)

(k)

O

(m)
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improperly “seize” companies to whom loans have been made;

are engaged in illegal or improper accounting in relation to Callidus’s loan

portfolio;

are engaged in criminal or fraudulent activities in relation to Callidus’s loan

portfolios;

are under investigation for fraud or other illegal activity by the OSC and/or the

Toronto Police;

are treating McFarlane unfairly or unjustly;

improperly file “multiple lawsuits” against borrowers
dealt improperly or illegally in relation to the XTG loan;

caused XTG to go into insolvency proceedings shortly after it purchased a loan

from a US bank;

intentionally caused Callidus to be “overpaid” for the XTG investment;
delayed or underreported potential losses;

misled their shareholders or investors;

conduct business for nefarious purposes and do not have integrity in their business

dealings; and

are not reputable and do not conduct business in an ethical manner.
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47. Dow Jones altered some of the information in the Second Article, in a tacit admission that

the information published in the First Article was inaccurate, misleading and defamatory.

The Plaintiffs Serve Defamation Notice

48. On or about August 22, 2017, the Plaintiffs delivered to the Defendants a notice under the
Libel and Slander Act that a claim would be commenced if the First and Second Articles were not

retracted and an apology issued.

49.  The Defendants refused to retract, correct or in any way qualify the First and Second

Articles.

Irresponsible Journalism

50.  In publishing the First and Second Article, Dow Jones, Copeland and McNish failed to

engage in responsible journalism and, by their negligence, caused damage to the Plaintiffs.
51.  Dow Jones, Copeland and McNish owed a duty of care to the Plaintiffs.

52.  Dow Jones, Copeland and McNish breached the duty of care they owed to the Plaintiffs in

the following manner:

(a Dow Jones, Copeland and McNish failed to investigate or perform any due
diligence with respect to Callidus’ and Catalyst’s accounting of the loan to XTG by

reviewing publicly available information to which the Plaintiffs directed them;

(b)  Dow Jones, Copeland and McNish relied on McFarlane as a source of information
without performing the necessary diligence to determine if McFarlane was a

reliable, credible or truthful source of information; and
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(c) Copcland and McNish failed to conduct any duc diligence in respect of any of the
other allegations made to them by McFarlane or any of the underlying facts relevant
to the veracity of such allegations and, in failing to do so, allowed themselves to be
used as part of a broader scheme, of which McFarlane was a part, to cause harm to

Catalyst and Callidus.

Plaintiffs Suffered Damages

53. By reason of the defamatory publications and the words contained therein, the Plaintiffs
have been severely injured in their character, reputation, and business. The Plaintiffs continue to
suffer significant damages as a result of the publication of the First and Second Article which

contain the Defamatory Words and the First, Second and Third Copeland Tweets.

54, As a result of the Defendants’ misconduct, including negligence and making and
publishing defamatory and misleading statements, the Plaintiffs have suffered damage to their

reputations.

Punitive Damages
55.  The Defendants were motivated by malice when they published the Defamatory Words and
republished the McFarlane Statements. Their conduct was high-handed and callous and demonstrated

a total disregard for the truth.

56. As a result of the actions and conduct of the Defendants, the Plaintiffs have suffered a

significant loss to their dignity and are entitled to aggravated damages.

57.  As a result of the high-handed, malicious, and vindictive actions and conduct of the

Defendants, the Plaintiffs are entitled to punitive damages.
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58. The Plaintiffs plead and rely on the Libel and Slander Act, RSO 1990, ¢ L.12.
59.  The Plaintiffs plead and rely on the Negligence Act, RSO 1990, ¢ N.1.

Service Ex Juris

60. The Defendants’ actions include torts committed in Ontario.

61.  Catalyst pleads reliance on Rule 17.02 (g) and (p) of the Rules of Civil Procedure, RRO

1990, Reg. 194.

62.  The Plaintiffs request that this action be tried in Toronto.

November 7, 2017 LAX O'SULLIVAN LISUS GOTTLIEB LLP
Counsel
Suite 2750, 145 King Street West
Toronto ON MS5H 1J8

Rocco DiPucchio LSUC#: 381851

rdipucchio@counsel-toronto.com

Tel: 416 598 2268
Bradley Vermeersch LSUC#: 69004K

bvermeersch@counsel-toronto.com

Tel: 416 646 7997
Fax: 416 598 3730

Lawyers for the Plaintiffs
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This is Exhibit “3” referred to in the Affidavit of Karina
Mclntosh, sworn January 18, 2018

2

/,. ’” _,"- K p rd
-‘C0n11n/i§'sfoner for Taking Affidavits

{ENNIFER P. SAVILLE
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Court File No. CV-17-586096

ONTARIO
SUPERIOR COURT OF JUSTICE
THE HONOURABLE ) WEDNESDAY, THE 16™
)
MR. JUSTICE GLENN A. HAINEY ) DAY OF NOVEMBER, 2017
BETWEEN:

LYST CAPITAL GROUP INC. and CALLIDUS CAPITAL
CORPORATION

Plaintiffs

and

Wé%’f“ﬁﬁi}g’ APITAL INC., GREGORY BOLAND, M5V ADVISORS INC.
C.0.B. ANSON GROUP CANADA, ADMIRALTY ADVISORS LLC,
FRIGATE VENTURES LP, ANSON INVESTMENTS LP, ANSON CAPITAL
LP, ANSON INVESTMENTS MASTER FUND LP, AIMF GP, ANSON
CATALYST MASTER FUND LP, ACF GP, MOEZ KASSAM, ADAM
SPEARS, SUNNY PURI, CLARITYSPRING INC., NATHAN ANDERSON,
BRUCE LANGSTAFF, ROB COPELAND, KEVIN BAUMANN, JEFFREY
MCFARLANE, DARRYL LEVITT, RICHARD MOLYNEUX and JOHN
DOES #1-10

Defendants

ORDER
THIS MOTION, made by the Defendants, West Face Capital Inc. ("West Face")
and Gregory Boland ("Boland") (collectively the "Moving Parties") for an Order
transferring this action to the Commercial List, directing and compelling the Respondents
(as defined in paragraph 4 below) to preserve evidence, and for other ancillary relief, was

heard this day at 330 University Avenue, Toronto, Ontario, M5G 1R7.
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ON READING the Motion Record of the Moving Parties, dated November 15,

2017, filed in support of this motion;

AND ON HEARING the submissions of the lawyers for the Moving Parties and the
lawyers for the Plaintiffs and UPON BEING ADVISED that the Plaintiffs, Lax O'Sullivan
Lisus Gottlieb LLP, Greenspan Humphrey Weinstein and Moore Barristers LLP consent

to the relief sought, no one appearing for Black Cube (as defined in paragraph 4 below):

1. THIS COURT ORDERS that this action shall be and is hereby transferred to the

Commercial List and shall be listed on the Commercial List.

2, THIS COURT ORDERS that this action shall be case managed.

3.  THIS COURT ORDERS that the Respondents take immediate steps to preserve
all evidence (as defined in paragraph 5 below) in their possession power or control in any
way related to, arising out of, or referring to investigative activities undertaken against or
involving: (a) West Face Capital Inc. and its current or former employees or agents; or (b)
any of the other Defendants in this proceeding, including without limitation the

investigations referred to in paragraph 129 of the Statement of Claim.

4. THIS COURT ORDERS that for the purpose of this Order, "Respondents" include
The Catalyst Capital Group Inc. ("Catalyst’) and Callidus Capital Corporation
("Callidus"), Black Cube, B.C. Strategy UK Ltd., B.C. Strategy Ltd. (collectively, "Black
Cube") Lax O'Sullivan Lisus Gottlieb LLP, Greenspan Humphrey Weinstein, Moore

Barristers LLP, as well as all of their respective partners, officers, directors, employees,
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and any agents, operatives, representatives, contractors, and legal counsel of the

foregoing.

5. THIS COURT ORDERS that for the purpose of this Order, "evidence" is construed
as broadly as possible to include, without limitation, all physical and electronic
documents, video or audio recordings, internet browser histories, transcripts, physical

evidence, or other evidence of any nature.

6. THIS COURT ORDERS that counsel for Catalyst and Callidus shall forthwith

provide this Order to the Respondents, as defined above in paragraph 3(a).
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n..n.{.u._.Im CATALYST CAPITAL GROUP INC. et al. -and- WEST FACE CAPITAL INC. et al.

Plaintiffs Defendants
Court File No. CV-17-586096

ONTARIO
SUPERIOR COURT OF JUSTICE

PROCEEDING COMMENCED AT
TORONTO

ORDER

DAviES WARD PHILLIPS & VINEBERG LLP
155 Wellington Street West
Toronto ON M5V 3J7

Kent E. Thomson (LSUC# 24264J)
Email: kentthomson@dwpv.com
Tel: 416.863.5566

Matthew Milne-Smith (LSUC# 44266P)
Email: mmilne-smith@dwpv.com
Tel: 416.863.5595

Andrew Carlson (LSUC# 58850N)
Email: acarlson@dwpv.com
Tel: 416.367.7437

Tel: 416.863.0900
Fax: 416.863.0871

Lawyers for the Defendants,
WEST FACE CAPITAL INC. and Gregory Boland




This is Exhibit “4” referred to in the Affidavit of Karina
Mclntosh, sworn January 18, 2018

Comissioper for 'l“akj{'lg Affidavits
JENNIFER P. SAVILLE
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From: St. Lawrence Barrls‘te_Fa.v,: (647) 245-8285
F 3 ‘:r L . 1 :

ST. LAWRENCE

BARRISTERS LLP

Janua:y 12, 2018
BY FAX AND REGULAR MAIL

Davnd C. Moore
_Kenneth G. G. Jones -
Moore Barristers
- Barristers & Solicitors
"39'3‘"Un'1irers”1ty Avenue
Suite 1600 ;
'Toronto ON MSG 1E6

Kent Thomson :
Mathew Mllne-Smith
Andrew Carlson

Davies Ward Phillips & Vlncberg LLP-_ -
© 155 Wellington Street West, 40 Fioor SR

_Toronto ON MSV 377

Admlralty A&vnsors LLP S
5950 Berkshire Lane S
Suite 210 -

Dallas, Texas -

75225 USA

Anson Investments LP
5950 Berkshlre Lane =
_Smte 210 :
Dallas; Texas

: 752-2-5 USA '

Anson Invcstments Master Fund LP5

5950 Berkshire Lane
Suite 210 i
Dallas, Texas

75225 USA

To: 4165811279@rcfax.con Fax: (416) 581-1279

Page 1 of 14 12/01/2018 3:57 PM
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Jénniferl’l’,.-ﬂnvillé
6472452222

1 647-245-8285

'Jenmfer S‘aw]lerg)subamstcrs ca

Symon Zucker
- Danson & Zucker '
- Symon Zucker Professmnal Corporauon

375 Umvermty Avenue
Suite 701 :

-Toromo ON MS(: 2]5

- Monica Hardy

S Mﬂbum & Assoc1ates
20 Toronto Street

~ Suite 860
3 Toronto, ON MSC 2BS

3 :Fl'léﬁtc Ventil'lr'e‘i LP B

5950 Berkslurc Lane

- Suite 210

Dallas,_Texas. ;

7s5UsA

' Anson Investments LP
5950 Berkshlre Lane S
_'Sulte 210 2
“Dallas, Texas

SCHT75225USA

\ 5950 Berkshjrc Lane
“Suite 210

Dallas, Texas
75225 USA

"~ 144 King Street E, Toronto Ontario M5C 1G8
tel: 647-245-8284 - fax: 647-245-8285 » www.stlbarristers.ca



From: St. Lawrence Bamriste Fax: (647) 245-8285

it

: St. 'Iéawfehee" B_s_tj_rﬁﬁters LIP

: Anson Catalyst Master Fund LP

5950 Berkshire Lane

- Suite 210

Dallas, Texas

IDSUSA

 Moez Kassam
- 111 Peter Street

Smle 904

Toronto, ON MSV 2H1 S

S“nny P“n .
Suite 904

_Toronto, ON M5V 2HI

Jeffrey 'Mefarialie .
220 Domlmon Dnve

- Suite B

Momsvnlle, NC

27560
USA

Dear Sus/Mesdames

' Aqqnma' e

JPS/km
Fnclosure

To: 416581 1279@rcfax con Fax: (416) 581-1279

‘Page 2 of 14 I.?JGI_?EG‘I.S 567 PM

. ACFGP

5950 Berkshire Lane -

2 .SuxthlO
- Dallas, Texas_ &
| TSUSA

g ;Adam Spears
- 111 Peter Street

- Suite 904 A
-’I‘nronto ON MSV OH1

: _*'-Nathan Anderson
~¢/o ClaritySpring | Inc..
S 345 S Avente
8%Floor . = : ;
©New York, New York 1001 7
: :'USA S

S 'MSV Advxsors Inc c.0. b. Anson Group
: .Canada TR, :
- 111 Peter Street

- Suite904 "

: Toronto. ON MSV 2H1

: R-e:- Copeland et al ats Catalyst Capmﬂ Group Inc et al
C(mrt F lle No CV—l 7—5860‘96 S

; Enclosed please ﬁnd the Demand fer Paruculars and Request to Inspect Documents of thc
3 Defendant Rob. Copeland, whlch is served upon you pursuam to the Rules" of Civil Pracedure
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From: 8t Lawrence Barriste Fax: (647) 245-8285 To! 416 21 12?9@|cfmf coly Fax, 1’416; 581-1279 : Page 3.of 14 120012018 2:57 PM

T
{10

CourtFlle No.: CV—!?-SSGO% :

3 ONTARIO :
SUPERIOR COURT OF J US’I‘ICE
BE T W E E N
THE CATALYST CAPITAL GROUP INC and CALLIDUS CAPITAL
CORPORATION RS - :
: : Plalnnﬁ"s:

WEST FACE CAPI I'AL INC GREGORY BOLAND MSV ADVISORS INC. -
c.0.b. ANSON GROUP CANADA ADMIRALTY ADVISORS LLC, F R_[GATE
 VENTURES LP, ANSON INVESTMENTS LP, ANSON CAPITAL LP, AN SON 3

INVESTMENTS MASTER FUND LP, AIMF GP, ANSON CATALYST MASTER
- FUND LP, ACF GP, MOEZ KASSAM, ADAM SPEARS, SUNNY PURI,
CLARIT YSPRING INC., NATHAN ANDERSON, BRUCE LANGSTAFFM ROB
: COPELAND KEVIN BAUMANN JEFFREY MCFARLANE, DARRUL LEVITT,
SRR RICI-IARD MGLYNEUX AND JOHN DOES #1 10

e : ; ' .Dcfendams
DEMAND FOR PAR'I‘ICULARS AND REQUEST TO INSPECT DO(“UMENTS
The Defendant, Rob Cope]and (“Copeland”), -hereby demands that the Plamaﬁ*s- :

_' prowde pamculars of thc followmg aﬂegaimns m the Statement of Clalm

~ 1 Partxculals as io Whlch 1f any, of lhe allegatlons as agamst thc “lndlvldual"_ '
'Defendauts” (as deﬁned in paragraph 26 of the Statcment of Clalm ta 1ncludc Copeland) -
eset out m paragraphs 37, 121 122 of the Statement of Cla;m are in fact allegat:ons as

' agamst Cope]and

e Partlculars as to whmh if any, of the alleganons as agamst the “Consplrators (as_
: fdeﬁned in paragraph 32 of the Statcment of ClaJm to mclude Copeland) set out in

-palagraphs 37, 64 (th1rd fourth ﬁﬁh and sixth sentances) 65 66, 69(v), '?3 '?4 T 795



From: St Lawrence Barristé Fax: (647) é45-3285 To: 416581 1279@rcfax.con Fax: {416 581-1279 Paga-4 of 14 12/01/2018 3:57 PM

N

_'81 82 83, 95 96 aud 111 of the Statemznt of Clzum are m fact a]legauons as aga:mst 2

: -Copeland

AR Wlth regard to Parag;raph 37 of the Smtement of C la1m partlculars of the terms of '_ '
;{thc alieged “agreement” amnng the Defendants and any date or dates (ather than as:

i 'alleged in paragraph 61 of thc Statcment of Cla:m) that 11 was entcred mto (1) by any of :

R the Defendants other than Copcland, and (u) by Copcland
L .’m'th_;r@gara t Ba;fagthﬁh 6§_fcf;_tﬁe'-sﬁt_e1ﬁcnt- of Claim, par;icp;m:

5 (a) S as to how Copeland alleged.ly umed the medLa repert to be released near :

thc cnd af a traclmg day, and

: (b) :. of an:v alleged “stcps that any of the Consplrators took to h1de the detalISj =

of Copelanc[ 8 alleged roie in the Consplracy

R ._Wlth rcgard to Paragraph 69 01" the Statcment of Clalm, partlculars of

'_ @ = "quel_and?-_ s allege d. knowied g‘c'_' gnd':':'inténtiph that ': the Complamts wWete

 Else

b)ais Copeland’s allegcd knowledge and mtentmn that thc “Complalnts a.[legmb

5 ;fraud by Calhdus and Catalyst would umnedlatciy be pubhsh &

:(c)". ':_ : -Copeland’s aiieged knowledge and mtentlon that “the eﬂ’ect of such' 3
S ledespread pubhcly would 1mmed1ately cause a 51gr11ﬁcant drop in the-:

' -'pnce of Ca.i.hdus sha.res” :

(d) _ _wbo alleged!y d1sclosed the complamts to the WSJ and when that alleged.ly'

'occurred and
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o

(o) how and by whorn Copeland was gwon “an opportumty to engage in -

proﬁfablc short sellmg of Ca.lhdus Shares”

26 Pamculars asto. whlch of the words complamed of in Paragraph 71 are. sard to glve

rise to eaeh of such allcgcd defamatory meamngs :

S W1th regard o Paragraph ‘?4 of the Stalcment of Claam, paruculaxs as to how

'-Copeland would a].legedly proht from Lhc Complamts

: 8 Wl‘th regard to Paragraph 84 of the Statement of Clarm, parhculars of the date of S

S8 1he alleged contact w1th Copcland, and partlculars of any alleged contact betwoen any of :

_._Lho Consplrators and Copeland pnor to that date or pnor to that allegod oontact
T w-ia;regaraa Perassaph 85 gfae,'s_:atfcmemﬁorelm-paacaar;siaf;'

@ Copland's alleged prcr elahonsmpmthAndmmmld -

81

e ®) = what elemems or agreements compnszng the allcged Consp1racy Copeland e

was recrurted to _]OlIl '

10. W1th regard to Paragraph 84 of tho Statement of Clarm, partlculars as to how 2

Copeland was allegedly “dlreotcd” by the Conprrators to mtemew MoFarlane S

1 Withregad fo;-Pax_aaiaph-?? gf_thc--_staeméﬁt--ofr_t:1aim; pamcular iof_f

: (2) the alleged “detalled mformatlon of the accountmg Surroundmg XTG” that '

was prowded to Copeland and
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- (b) - :_how the mformancm provlded bY Ca]hdus and CalaIYSt allegedly “ﬁatly ;
- : COntradrcted mfo“nﬁtlﬂn that had been prewded te Cepﬂland and McN1sh' :
by lhe Consp:.rators” ' ; Mool :

: 3 .12.-. Wlﬂl regard te Paragraph 92 of the Statement ef Clalm, pamculars as to how the :
. story allegedly % stmn gly mplled and suggested that Cata!yst and Calhdus had engaged m _ _: :

: 'fraudulent behawour coneemmg X'I‘(‘r” :- i

13, Wlth regard to Paragraph 93 of 1he Statement of Clarm particulars asto how the -
Consplralers allegedly “encouraged” Cope]and to release lhe artlcle near the end of the: i

= uadmg day on August 9

: 14 Wrth regard te eaeh of the alleged defamatory meamngs of the Artrcle set out in
: :Subparagraphs 112 i. to Xii. 0{' the Statement of Cla;rn, particulars as to whrch of the

werds m the Artlcle are sard 10 gwe rlse to. eaeh of such alleged defamatory meamngs _

L .15 Partmulars as te wl:ueh 1f any, ef the allegat:ons as agamst the “Defendants” 'set'_

_out in paragraph 1 14 ef ﬂ1e Statement ef Clarm are m fact allegauons as; agamst Cepeland

165 Wlth regard te Paragraph 116 of the Statement of Claun parﬂeula:s of the

_'statements lhat Cepeland allegedly imew or reasenably ought to have known were :

Imsleadmg or untrue

et Wﬂhregard --m__ 'P'éregtaph' 1‘21.:ofthe'-§t_a”temenfi qf'c_:1aim,3 par_ticplars asto

'( ) Hew Cepeland allegedly seug,ht 10 use Lhe wrperate entltles ameng the

Defendants to obtam “mgmilcant persenal ﬁnanmal benehts”
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2 :"‘caused them to engagc m the tortlous and unlawtul conduct” dcscnbcd in .
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 the alleged mallcﬁ and df-shbneofy on the pe.rc of Copﬁclaod,- and ﬂic.mafcrial-

facts that .t-h_e_ 'R'lainﬁffs_ are relying 'upbn with chspcict thereto;

the a]leged wmngful thmgs that Copeland dzrcctcd to bc done, and the'

3 "-matenal facts thai the Plamhffs are relymg upon mth respcct thcrcto,

how Copclalid “dommatcd and conlrollcd 1]1c corporate entmes” and _. _'

s the __Stat_cmcnt- of .C__laj-m; _and.

:htéﬁr-ﬂéapeléq_d “ultimately pmﬁ'tédf’: from the _a_uegej&.;mﬂmfur conduct.

s w"h regard to Pa#‘?’egfaﬁh 122 of the Statement of Claim, Paﬂlwlarsas to

-

19 | W11h regard to Paragraph 125 of the Statement ot Clalm partlculars as to how

any “othe'mif-cz.unﬁlaivfﬂ” édndi_.lcti on the part of Copeland; and

:how--any_?:éllegc'dlf.iridependént -man'gfur -ac;_tszmifhe-@m; of Copelantilwere G

83

contrary to the bcst mterests of any corporate cntmes amcng thc' s

: Dcfcndants i

___CoPeland was allegcdly unj ustly cnnched

520 Wlth rcgard to Paragraph 127 of thc Statcmcnt of Clalm, paruculars of the allcged

: reputahonal harm, dlsmpuon of busmess semces and aﬂ'alrs, loss. of corporatc_

opportumtles, costs of 1nvest1galmg and correctmg the ialsc and dciamatory statements

The _Defendant_' Cope}énd' ﬁ']ﬁl:iér_-’_}'f@il%tS .‘iosPectionf.-aﬁd'_ pro‘;iuofim_l o_f a copy of

the following documents referred to in the S_l:'af.-tcmcotf_'of C,_la_im-: &
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ot « SRS T :
1 The “full text of the Artmle” ava:]able to subscnbers referred to m Pamgraph 103 of

the Statement of Clam: and

2 A copy of the Arhcle as pubhshcd m the n:lamler referred to m Paragraph 105 of the

Statement of Clmm? 1f 1t 'or lhey dlfferent from the Arttcle as refetred to m Paragraph

-  _ 103 of the Stalemcnt ofClaJm 3'5 e

January 122013 ff = ;' = ST LAWRENCE, BARRISTERS LLP
o e N e St
N Toronto ON MSC 1G8

~ Fax 647—245~8285 |
RN hl] iuniev@stlbarmtcrs ca .

N AlcmN Wood LSUC# 54683F '_ '
. Tel: 647-245-8283 A )
. Fax:647-245-8285

S :Alexx Wood@stlbambtt.rs ca

 Jennifer P. Saville LSUCH: 685641«‘;
oo Tel:647:245-2000 - =

. Fax: 647- 245-8285

S -jenmﬁ:r Sﬂmllef’“lsllbdmsters ca

' ; ._ 'Lawyens far the Defendant,
N Rob Copeland NS
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David C. Moore LSUCH: 16996- S
. Teb416S81-I818Ext222
. Fax: 416-581-1279

- _-".'.KcnncthG G. Jones
. Tel:416-581-1818 Ext 224
- Fax: 416 581 1279

DANSON&ZUCKER' Sl e
- Symon Zugcker Professional Corporanon SR

_"__I.:.3TS Umversﬂy Avenue s
. Suite 701 ' il
'_Toronto ON MSG 255

Symon Zuckcr

-~ Tel: 416-863-9955

. Fax: 1-855- 595-5441

sz a'bondlaw_net

SN :._Lawyers for the Defendanfa
nd "Darryl chﬂt S
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N ANT) TO: DAWEQ WARD PHI'LLIPS &VINEBERG LLP
155 Wellington Street West
S e >
_'Toronto ON MSV 3J7

S -""Tei 416~863-5566 e
L _Ema.ll Lcnthonmou(’ﬁdwpv com S

;'Mdtthew Mﬂne-Smuh LSUC# 44266?
oo . Tel: 416-863-5595. -
: ;_'Emaxl mmﬂnc—smlth ’“fdwnv com

'-r_;Andmw Carlson LSUCH SSBSON
- Tel: 416-367-7437
.::'E]]’la]l acarlsnn@dwpv com

o 416-863-0000
| Fax 416-863- 0871

o Lawyers forihe Defcndants, o B
: "Wcsl Face Capltal Inc and Gregory Boland

. ANDTO: MILBURN & ASSOCIATES
L 5 20 Toronto Street: . .
CoSuie 860 o
: Toronto ON MSC ZBS

o iI\A'.leu:m:a Hardy :
. Tel: 647-728- 8085
TR Fax 6.47 589 2983 :

N .Lawyers for thc Dcfendant _ |
% 3_I__BruceLangstaff N

R ANDTO M5V ADVISORS [NC < 0. b ANSON GROUP CANADA
S ""-:.__'111PeterStreet 5
~ Suite 904 i
-Teronto ON MSV 21—11

ANDTO ADMIRALTY ADWSORS LLP e
SRhhE S 5080 Berkshlre Lane
S Suite 210 :
= Dallas, Texas
Ik 75225 US:A
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_.AND TO:

Ta: 418 81 IZ?Q@rcfa can Fax: M_‘lﬁ; 581;1279

3 ‘_9-'_. |

I‘RIGA’I‘E VENTURESLP N

-'5950 Berkshire Lane o

. Suite210
- Dallas, Texas

| ANDTO

ANSON INVESTMENTS LP o
155950 Bcrkshue Lager o8t

Suite 210

Dallas, Texas

. gossmaA

ANSON CAPI'I AL LP

- 420 Lyndon B.J ohnson Freeway.

| | Suite550
~ Dallas, Texas
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_AND TO . ANSON INVESTMENTS MASTER FUND LP:__ S

5950 Berkshlre Lane s

- Swieolo:
- Dallas, Texas
C7SsTSA

AIMFGP
15950 Berkshire Lane
Suite 210 R

.  Dallas; Texaé
-_,75225 USA

ANSON CATALYST MASTER FUN]] I..P

5950 Berkshlre Lanc
~Suite 210 :

Dallas, Texas_ _

| 75225USA
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S AND TO CLARFI‘YSPRING INC

545.5% Aveuue
.Sth FiO Gl' : ) & ._ IR,

20 : USA

~ AaNpTO:

NA [‘ HAN ANDERSON

So/0) ClamySpnng Inc..

SH S SthAYenue o
g ..:_8“1 FIOOI' . e

. New York, New
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This is Exhibit “5” referred to in the Affidavit of Karina

McIntosh, sworn January 18, 2018
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Commiﬁsione/ra/for Ta%'rrrgAﬁ'ldav\'ifs

JENNIFER P. SAVILLE
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' }'ST. LAWRENCE .
_ 'BAI'}R:_ISTERS I-.-‘LJ_E' AR,

Jennifer P. Saville:

1 647-245-2222
£ 647-245-8285 - -
Jennifer. Sayille@stibarristors.ca

Januarylz 2018 3 S
BY FAX AND BY REGULAR MAIL .
'-DawdC Monre R '_: ..:'l'_.;..I.éffi’ej'."Mcf:a'rl'ah.e S
 Kenneth G. G. Jones 990 Dommlon Dnvc
~Moore Barristers § e
Barristers & Solicitors NS --:'Momsvﬂle NC
393 Umvemlty Avenue '_ e N '2’?360 SRS
- Suite 1600 S SE e RATT e |
: Toronto ON MSG 1E6 S e e

: '.Dear Sus .

_R Dow J ones and Company et al ats Catalyst Capltal Group Inc. et al
Court Flle No CV~17—586094

Enclosed please ﬁnd thc Demand for Partlculars and Request to Inspcct Documents of the
- Defendants, Dow Jones and Company, Rob Copcland and I acqme Mcth, whzch is served upon
= you pm-suant tc the R:des of Cnm’ Procedure : S S S S

; 144Km StreetE Toronto Ontano M5C 1G8 :
tel 64’?-245 8284 fax 647-245- 8285 WWW. sﬂbarusters ca S
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Com’t Fﬂe No CV—-I? 586094: :

i . ONTARIO :
SUPERIOR COUR[‘ OF JUSTICE
BETWEEN _ e _
THE CATALYSI LAPITAL GROUP INC aud CALLIDUS CAPITAL
s CORPORATION :
S -and-

DOW JONES AND C_OMPANY ROB COPELAND J ACQUIE MCNISH and -
: X ' JEFFREY MCFARLANE AN .

_ The Defendants Dow Joncs and Company, Rob Copeldnd and Jacqulc Mchsh :
N hereby demand that t'ne Plamnffs prov1de pamculars of the followmg allegatlons in the %

- Statem«;mt of Clann

B | Wlth rcgard to Paragraph 13 of the Staiement of Clalm pamGuIars as. to what

_-words contamed m the Mcl‘arldnc Statcments were ‘_‘false dlStO__l‘]:_Cd; .z;t_nd,,(or'

S -'nusrepresentahve of the tru 5

2. W:[th regard to Paragmph 24 of the Slatement of Clm partlculars as to wha!. 1f i

: any words or conduct of Copcland or Mchsh “led Catalyst and Calhdus to behcvc” the

= ..matters alleged

- 3 3 Wlﬂl regard to Paragraph 26 of the Statement of Claxm pa:t:tculars as to what

= mformat:[on was “del‘berately em;thed’ from ‘fhe artxcles

4 Parucu]ars ﬁsj jt‘_c:- whlch _-_'Q’f' the pubhshed ;s‘tétéxﬁents réfclfad; to in_-;S-ubpa-fa_g.raph. ;

28() and Paragraph 30 and quoted in Paragraph 31 of the Statement of Claim were:

Defendauts :

DEMAND FOR PARTICULARS AN D RFQUEST TO INSPECT DOCUIV[ENTS S

93
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)

i allegedly false maccurate mlsleadmg, had been fabncated and would not. stand up to "

X basw due d111gencc

35 Partmulars asto what mfonnatzon in the pubhc recerd Ieferrecl to m Subparagraph : |
D : 28(b) of 1.116 Statement of Claxm COpeland a.nd Mchsh allegcdly had access to that would
contradlct the McFarlane Statcments
6. Parﬁ'é'ulaf's' o’f the “i’nnueﬁdc‘js” -rcferre'd' to iﬁ ;the. ﬁﬁt":’ line of ng‘raﬁh 3-4‘ of the

Statement of Claxm, exther by referame to. Subparagraphs 34 a to m. of the Statcment of

| : 7 - W1ﬂ1 regard to each of thc alleged defamatory meamngs of the First Amcle set out
8 e -m Subparagraphs 34 a, b e, f and g of the Statement of Cla;m pa:txculars as to whmh of
the words complamed of i m Paragraph 31 ef the Stalement of Claxm are saud to give rise

to eac_h:-of_ suc_:h all_gged- defama_tory n;eamﬂg-sz-

Wxth rec'ard to Paragtaph 33 of the Statcment of Cialm, partxculars of whlch

: __stateme.nls m thc hrsl Artlcle are allegadly mtcntmnally ancl w:th ma.llce presented ina

_ false I1ght by Copcland, Mchsh and Dow J ones: and Cm:npany

. _19 Wlth regard to Paragraph 39 of the %tatement of Cla:m part:cu]a:s of all “facts,
mfonnauon and 1m1uendos” other than as contamcd 1n the Fll'St Amcie, that are

:3complamed of as bemg dissexmnatﬁd by the Fn'st Copeland Tweet Second Copcland- _

: -I.Claml

94

e -Clalm (1f' any of the meamngs alleged !herem are smd to anse by mnuendo), or utherwase 0%

5 .. .'Tweet and Thlrd (‘opeland Tweet referred to in Pa:ragraph'; 36- 38 of thf: Statement of 5
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| .. - S

| 10 Partlculars as to Whlch of the pubhshed statements referred to ] m Subparagraph
.;._41 (a) and Paragraph 42 and quoted m Paragraph 43 of the Statement of Clann were- :

S -:'_al]egedly false maccuxate nusleadmg, h_ad been fabncated and would not stand up to _

S "basm due dﬂxgence | '

s 11 - Partlculdrs as to w.’nat mformatlon in the pubhc record referred to] m Subparagraph' ;
3 -4 1(b) of the Statement of Clanm Copeland and Meleh allegedly hﬂd access to that would

: ---';_contradmt t.he McI‘arlane Statements

o 424 Wlth regard to. each of the alleged defamatory meamngs of the Second Artlcle set -
X out in Subparagraphs 46 a b e, f and g of the Statement of Cla:m, partlculars asto whmh :
< :"of' the words complamed of in Paragraph 43 of the Statement of Clalm are saxd to’ glve rise

& to eaeh of such a]leged defa.matory medmngs

13::4 Wlth regard te Paragraph 45 of the Statemcnt of Clam:l, partlculars of whu.h -
T statcments in the Seeo;nd Arhcle are dllt‘-gedly mtenuonally and Wlth rnahee presented in

i 'a fa]se nght by Copeland MeNxsh and Dow Jones and Company

S VI Wlth regard 1:0 Paragraph 47 of the Statement of (‘lmm parheulars as to whlch

: 'imfonnatton in the Second AIthlC that was altered amounted to a ta01t adm]ssmn as

| alleged AN

Partlculars of the alleged damages referred to in Patagraph 53 of the Statement of

N _ "Cialm

__:16 Parnoulars of the alleged damage 1o the Pla,lm:lffs reputatlons referred to in

: Paragraph 54 of the btatement of Cla.tm

r,'-'
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Thc Dcicndant ﬁthher requests mspectmn and productlon of a copy of thc

S ._ fellowmg documents referred to in thc Statcment of Clalm

s }i 5 _' 3 F u]l COp]CS ef the arncles referenced at Paragraph 26 of the S‘tatement of Ci&um, it

s they mclude any artlcles othcr tham the F:rst Am::le and thc Sccond Artlcle e

S gL IF-_1__11_1' copyoftheFlrstArtlcle rgff;:@qégd_;at-zPaiagréﬁﬁ.27_t§f'ihe Statement of Claim;

s 3 Fullcopy of I.he thet rctcrmwd atParagraph36 ofﬂwStatcmcmof Claim;

4. Full copy of the tweet referenced at Paragraph 37 of the Statement of Claim;

e - GOPYOf the :twcéﬁtffreferéﬁééd'at_- ParagraphSS of "thc-S:t:éI%_meri;t. okamm and

3 ZC}aJm

= 6. 1"u11 copy of the Second Arucle rei‘crenaed at Paragraph 40 of the Siatement of s
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ST, LAWRENCE BARRISTERS LLP'“
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:-_:Toronto oN MSC IGS

MG Ph111p Tvnley LSUC# 26402! R
o Tel: 6472458282
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S ;P’hﬂ- :T'tmzlevﬁsﬂbmﬁ'stefs-'ca- 8

S ey e LSUC# S4683F =

. Tel: 647-245-8283
- Fax: 647-245-8285
o 'Aluu Wood@sllbamstcrs ca

Jenifer P. Saville LSUCH: ¢ 68564F
0 Tek 472452000
- Fax: 647-245-8285

. Jenm_ er Saw]leﬂsﬂbmfisters s.ca

= Lawyers for ‘rhc Defendants

ok Jones and Company, R@b Copeland‘ =

: and Jacqme McN1sh

S MOORE BARRISTERS S

- Barristers & Solicitors
© 393 University. Avenue S
. Suitel600

el '-_'-'Toronte, _GN MSG IEG

S ";Dawd C. Moore LSUCH: 16996
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_mel dw:d(amoorebunsier« ca : PN

s ,Emall kem onesfbmoorebamstels ca
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Court File No.: CV-17-586094

ONTARIO
SUPERIOR COURT OF JUSTICE
THE HONOURABLE ) , THE
)
JUSTICE ; DAY OF ,2018
BETWEEN:
THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL
CORPORATION
Plaintiffs
- and -

DOW JONES AND COMPANY, ROB COPELAND, JACQUIE MCNISH and
JEFFREY MCFARLANE
Defendants

ORDER

THIS MOTION, made by the Defendants, Dow Jones and Company, Rob
Copeland, Jacquie McNish, for and order transferring this action to the Commercial List
and providing that this action be case managed together with the action bearing Court File

No. CV-17-586096, was heard this day, at Toronto.

ON READING the Notice of Motion, Affidavit of Karina Mclntosh dated January
18, 2018, and the Consent of certain Defendants to the action bearing Court File No. CV-
17-586096, filed, and on hearing the submissions of the lawyer(s) for the moving parties
and the Plaintiffs,

1. THIS COURT ORDERS that this action be and it is hereby transferred to the

Commercial List.

2. THIS COURT ORDERS that this action be case managed together with the action
bearing Court File No. CV-17-587463-00CL.

101



102

3. THIS COURT ORDERS that the Plaintiffs pay to the moving parties their costs of

this motion fixed in the amount of $
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